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New England Journal of Entrepreneurship
From the Editors:
We would like to take this opportunity, before we update you on the happenings of the journal (as well as provide you with an
overview as to this issue’s content), to thank our editorial consultant,Angela Miccinello of Miccinello Associates for her yeoman’s
work on getting each and every issue into tip-top shape.Angela and her staff, as our published authors will tell you, are both quite
meticulous and supportive in terms of making sure that each and every article not only reads well but also is well designed.
Miccinello Associates has been a key player on our journal team and we would like to recognize Angela and her team for their
dedication and devotion to the NEJE.
The journal is moving forward with several initiatives. In conjunction with Howard Fero, (Albertus Magnus College) program chair
of the Institute of Behavioral and Applied Management (www.ibam.com), we have established a temporary Division of
Entrepreneurship (Division 6: Special Topics) at IBAM to determine if there is an interest in the NEJE readership to attend a small,
developmental and supportive national conference where researchers, teachers, and practitioners can share their work and test
new ideas. IBAM normally meets during the first or second week of October (Thursday–Saturday), with its 2007 conference scheduled for Reno, Nevada.The best paper of the Division will be published in NEJE with the hope that other submitters will use the
feedback they receive from the conference to perfect their work and then submit their manuscripts to NEJE for review and publication. If successful, the long-term goal is to have this Division become a permanent part of IBAM with an official affiliation with
NEJE.
Secondly, we are pursuing some possible cross-publishing opportunities with the Journal of Behavioral and Applied Management
(IBAM, David Van Fleet, editor) and the CASE Journal (the Case Association, Margaret Naumes, Editor). Both of these journals are
innovative, on-line journals and have carried articles and cases pertinent to entrepreneurship and small business management.We
will share specifics with the readership once available.
Third, we are very pleased to announce that Dr. Joshua Shuart, our Web Master and Associate Editor, has revised and updated our
web site (http://www.sacredheart.edu/pages/12146_neje_new_england_journal_of_entrepreneurship_.cfm) and has included on
the site all of the issues dating back to Fall 2002.We are now a “click-and-mortar” journal and are greatly indebted to Dr. Shuart for
his efforts.Any suggestions for the web site should be directed to him.
This issue features five articles and one case. The first article, written by Michael D. Mattei, Bellarmine University, and Stephen
Hellebusch, Hellebusch Research & Consulting, Inc. entitled “Simplified Data Analytics for the Accurate Evaluation of a New
Venture’s Market Potential,” bridges the gap between theory and practice by providing a simplified five-step methodology for
entrepreneurs to gather market data to gauge the viability of a new venture.The authors walk us through the data gathering and
analysis processes by providing easy-to-use tables, charts, and a sample survey.
We go from primary and secondary research in market testing to an actual case study of an entrepreneurial family testing a market in our own associate editor Laurence Weinstein’s and Kelli Bodrato’s (Sacred Heart University) work “Entrepreneurs Test the
Market: Got (Goat’s) Milk Soap?” This case presents the differing points of view of entrepreneurial business partners who are also
husband and wife.Their start-up business involves manufacturing and selling bathroom bar soap made from goat’s milk, an ingredient obtained from their own goat herd. Business volume so far has not been sufficient to guarantee the venture could continue
into the future; the partners must decide in the coming months whether to keep up the business together, have one partner go
back into corporate life, or abandon their entrepreneurial efforts entirely and have both partners seek employment in the corporate world. (The teaching note may be obtained by e-mailing Dr.Weinstein at weinsteinl@sacredheart.edu.)
Gabrielle A. Brenner, Louis Jacques Filion, and Lionel Dionne, University of Montreal (HEC), and Teresa V. Menzies, Brock University,
in our third manuscript provide a fascinating macro-study of cross-cultural ethnic entrepreneurship in their article entitled
“Problems Encountered by Ethnic Entrepreneurs:A Comparative Analysis Across Five Ethnic Groups.” They surveyed a total of 715
Chinese, Italian, Indian/Sikh, Jewish, and Vietnamese entrepreneurs from Montreal,Toronto, and Vancouver for the research.The
results show that ethnic businesses tend to face the same problems as other businesses, therein not justifying the development of
support programs specifically for ethnic entrepreneurs. However, this study of established businesses does not consider failed or
nascent businesses, which may have experienced additional problems.
The fourth and fifth articles address entrepreneurial education.We are very pleased to see the work of Drs. Jeannette Oppedisano
and Kenneth Laird of Southern Connecticut State University dealing with the topic of role modeling as a pedagogical mode of
education since for years academics have talked about the need to have appropriate role models for students to emulate. Drs.
Oppedisano and Laird, in the article entitled “Role Modeling as a Pedagogical Strategy in Entrepreneurship Education for Women
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and Girls:An Interactive Model of Transformational Learning,” look at the instructional technique of having students identify, interview, and then report on women entrepreneurs as a major component of a multidisciplinary entrepreneurship course. In this
course students learn about the accomplishments of women entrepreneurs throughout U.S. history. This content experience is
then enhanced by the students’ own direct interaction with and interviewing of women entrepreneurs.
With the proliferation of entrepreneurial institutes at post-secondary institutions, we took the liberty of inviting one of our associate editors Miles K. Davis, Shenandoah University, to tell of his intrapreneurial endeavors in starting an institute at his university in
the article entitled “Harry F. Byrd, Jr. School of Business, Institute for Entrepreneurship:A Concept Paper That Became a Reality.” In
his article Dr. Davis describes the birth (the articulation of a vision), the development and implementation of the institute’s mission and strategic directions, and how the institute became recognized as a provider of individualized business education driven
by entrepreneurial thinking, global understanding, and ethical practice.
Last, but never least, we have another article in the practitioner’s corner from Joseph E. Levangie, of Ardour Capital, LLC.This time
he is writing with Paul Broude, Foley’s Transactional & Securities and Private Equity & Venture Capital Practices, on a very critical
topic for entrepreneurs,“Entrepreneurial Financing—Alternatives for Raising Capital.” We learn firsthand from the experts some
of the major do’s and don’ts of raising capital including:“keeping it simple, … the ‘prime directive’ of financing, … going beyond
business valuation, … establishing the firm’s real value, … angels investors versus venture capitalists, and … cries of liquidity.” The
solid practical advice in this column goes way beyond having a good business plan.
We would once again like to thank all our associate editors, our reviewers, and of course, our authors for providing us with another exciting and educational issue. We look forward to hearing from you, our readership, concerning the future direction of the
Journal, and would greatly appreciate your comments and suggestions.
Sincerely,

Herbert Sherman
Editor

Joshua Shuart
Associate Editor and Web Master

Lorry Weinstein
Editor Emeritus
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CALL

FOR

PAPERS

JOURNAL OF BEHAVIORAL AND APPLIED MANAGEMENT
Management educators, trainers and practitioners are invited to contribute articles or cases for
possible publication in the Journal of Behavioral and Applied Management (ISSN 1930 0158),
a national refereed, online publication.
Manuscripts should be of interest to researchers, management instructors at the undergraduate
and graduate levels, and to practitioners.A more complete call including the submission
procedure, review procedure, review information, and some suggested topics may be found at
http://www.ibam.com/pubs/jbam/callforpapers.asp.
The Journal of Behavioral and Applied Management is listed with:
• ProQuest’s ABI/Inform;
• Directory of Open Access Journals (DOAJ—http://www.doaj.org/);
• dmoz Open Directory Project (http://dmoz.org/);
• Informatics J-Gate (http://www.j-gate.informindia.co.in/); and
• Cabell’s Directory of Publishing Opportunities (http://www.cabells.com/).
A style guide can be found at http://www.ibam.com/pubs/jbam/styleguide.asp. Manuscripts
may not be previously published or be under consideration for publication by another journal.
Previous issues can be examined at http://www.ibam.com/pubs/jbam/toc.asp.
Dr. David D. Van Fleet, Editor
Journal of Behavioral and Applied Management
ddvf@asu.edu
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Simplified Data Analytics for the Accurate Evaluation
of a New Venture’s Market Potential
Michael D. Mattei
Stephen Hellebusch
his article examines the creation of an accurate
market projection designed with easy-to-use, costeffective data analytic techniques. Many of the techniques explored are derived from the subdisciplines of decision support and data warehousing found in the information technology arena. Two significant contributions are
presented: a simple mathematical technique that eliminates the need for heuristics, and the simplification of the
process to the point where no computer or sophisticated
statistical analysis is needed.

T

One question that continues to challenge entrepreneurs is
how to determine the market potential for a new product or
service, especially a product or service that is unique in the
marketplace. Many view the process as putting some numbers on a sheet of paper and calling it a sales forecast.
Investors, bankers, venture capitalists, even “family, friends
and fools,”often view such projections more as wishful thinking than a reliable estimate.
The focus of this article is on the creation of an accurate
market projection or forecast developed with easy-to-use and
cost-effective data analytic techniques. Many of the techniques presented are drawn from the subdisciplines of decision support and data warehousing found in the information
technology (IT) arena. IT practitioners use terms that seem
quite foreign to entrepreneurs and businesspeople, but are
easily translated into common business nomenclature as
shown below.
• IT version. The process presented is built upon the collection of primary data, creating a data mart, merging it
with secondary data, applying data analytic tools, and
drilling down to provide information for decision support.
• Translation: The process presented is built upon the
collection of data specific to the venture (e.g., a concept
survey), creating a table of venture specific data, merging it with readily available nonventure specific census,
industry or trade data, analyzing the data, and looking at
various slices of the data to create insights that provide
an accurate and reliable assessment of the market potential for a new product or service.
The starting point of the data analytic process described
here is the concept survey. These surveys are widely used
by large organizations but are expensive to field and diffi-

SIMPLIFIED DATA ANALYTICS
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cult to analyze.Analysis of the data often requires elaborate
mathematical or statistical techniques. This traditional
approach to assessing market potential can be effective, but
often too expensive, too complex, or both.To further complicate the traditional approach, the data often need to be
modified using heuristics to adjust for exaggerated purchase intent.
Two significant contributions are made in this article.
First, a simple mathematical technique is shown that eliminates the need for heuristics (or rules of thumb) often used
to adjust data for overstated purchase intent.The second contribution is the simplification of the process to the point that
it is possible to execute without the use of a computer or
sophisticated statistical analysis, although it may take a little
more time. In the end, whether using a computer or not, the
value of the information obtained will far exceed the cost of
acquiring and manipulating the data.

Which Forecasting Approach Is Best for a
New Venture?
Most, if not all new ventures begin as a great idea.A great idea
can become a great opportunity if there is sufficient market
demand. There are four general approaches to forecasting
demand for a product or service. The first uses historical data
to project the future. The past trend is extended to future
time periods as an estimate of sales. For new ventures, especially the truly innovative ones, there are usually no historical
data so this approach is ineffective.
A second approach uses a “life-cycle” assumption, which
appears like an S-curve.The life-cycle theory of the firm has
been discussed widely in the management, marketing, and
economics literature and generally labels the four stages as
introduction, growth, maturity, and decline.The drawback of
this approach is that the initial point is extremely difficult to
determine, as is the length of time for each of the four stages.
If this approach is used, the initial point is usually an educated guess or an estimate of a percentage of a target population. For example, a local entrepreneur who had departed
from a very successful senior corporate position estimated
that his new venture would obtain a modest 2 percent of the
target market in two years. The target population was estimated to be 250,000 physicians. The market potential was
.02 times 250,000 or 5,000 customers. In reality, getting 1/2
of 1 percent proved to be an impossible task. After burning
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through $12 million in venture capital over four years, the
firm was sold to a competitor for $1 million.
The third forecasting approach is referred to as causal
methods. This approach includes “econometric models. . .to
build a model that explains what went on historically and
requires identifying the best model to explain and replicate
historical demand patterns. For example, if a product is sold
mostly to young, affluent singles, an econometric model
might be developed to replicate what would happen to
demand as they get older, wealthier, and potentially married”
(Lapide 2002). This approach can be used successfully for
new ventures but the statistical techniques required and the
large amounts of data put the technique beyond the reach of
most entrepreneurs.
The fourth approach, judgmental methods, involves gathering qualitative and/or quantitative data from stakeholders,
such as potential customers, then applying research methods
to assess market size or speed of adoption.This approach is
the one typically best suited to forecast new products and
services but is prone to overstatement of buying intentions
by various stakeholders. A forecaster in the pharmaceutical
industry stated,“No one has ever been able to adjust for this
overstatement.The industry has historically used simple rules
of thumb like divide by two or divide by three because it was
the only solution available” (Ziment 2004).
This challenge is not unique to the pharmaceutical industry and partially explains why entrepreneurs are less than
enthusiastic when some one suggests they use a judgmental
method, such as concept testing, as a first step in forecasting
sales. In addition, if an entrepreneur does employ this
approach and then adjust the results by dividing by two, it
may appear as an arbitrary adjustment by external reviewers
and result in reduced confidence in the quality of the forecast. The process presented in this article is built on a judgmental forecasting approach but simplifies the analysis and
incorporates data warehousing methodology (Inmon 2002)
to increase accuracy while reducing complexity.The process
also eliminates the “divide by two or three” rules of thumb,
which seem so capricious.

Surveying Potential Customers Informally
An entrepreneur was thinking about creating a variation on
the in-home personal chef service that had become popular
in a small but affluent consumer segment. Her service would
be called Your Prep Chef, offering a similar service except the
customer would perform the final preparation of the meal.
While her concept is similar to the in-home personal prep
chef concept, it would likely appeal to a much different audience. Even if it were sufficiently similar, getting accurate data
on the existing market would be extremely difficult.
Generally, a budding entrepreneur begins by assuming
that everyone will find the concept as compelling as he or

she does. Exuberant optimism is necessary for these ventures
to succeed, but at times it blinds the entrepreneur to the realities of the business world. An informal survey at this stage
often provides a relatively objective measure and a source of
valuable data during the idea development stage.
This particular entrepreneur mentioned the concept to a
few coworkers who thought it was a great idea. This prescreening is an example of a judgmental forecasting
approach using an informal concept survey. It is highly
encouraged as a first step as long as it is followed by a more
formal analysis (assuming the idea passes the informal test).
In spite of the favorable response from coworkers, the key
question remained, “Will a sufficient number of households
purchase the service to make the concept financially viable?”
To put it more bluntly and pragmatically, “Should I quit my
day job?”
Using an informal judgmental approach tends to be limited to asking family, friends, coworkers, and neighbors for
their opinions. Unfortunately, these individuals form a biased
sample. They tend to be supportive of the person rather than
the concept, which reinforces a “can’t lose” attitude seen in
many entrepreneurs. One valid criticism often stated against
using a formal concept at this stage of the start-up is exposing the idea to a larger audience that could result is someone
“stealing” the idea.While exposing the idea is a risk, it is usually minimal and the benefits more than compensate for the
possible loss of future business.

Step 1: Gather the Primary Data with a
Formal Survey
The Your Prep Chef (YPC) is detailed to demonstrate the
basic elements of the simplified concept survey and data analytic process advocated in this article. Before the “do-it-yourself” meal preparation concept became the “hot” new franchising opportunity (Wilson 2006), a local entrepreneur
developed the following idea:
Your Prep Chef will deliver fresh food and recipes
for five to seven dinners per week to a customer who
would do the actual preparation.A meal could be easily prepared in less that 30 minutes but would be
healthy and well balanced.The menus would vary from
week to week to add an element of adventure and
excitement to the meals. The ingredients would be
labeled to correspond to each recipe to simplify the
meal preparation process.
The first step in creating an accurate new product forecast
is to create a survey and gather responses from randomly
selected, impartial individuals. To accomplish this task, the
entrepreneur needs to first complete a few simple steps, as
outlined below.
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• Define the concept so that it can be clearly communicated in less than 15 seconds. Many entrepreneurs have
trouble describing their concept in clear, simple language. This step is often quite difficult for an entrepreneur since the concept creator can see many variations
that inhibit a succinct description. The most important
aspect of this step is to test the communication on a
number of listeners who are unfamiliar with the concept.An essential part of this step is to observe carefully
listener reactions to the description and modify it to
quickly communicate the key elements.This description
is the starting point of the concept questionnaire.
• Identify the key features that distinguish the concept
from existing or alternate offerings. How does the
product or service meet a customer’s need or fill a void
in the market? This step includes hypothesizing who
(age, gender, education, life style, etc.) will be most
inclined to buy.
• Determine the “product, place, price, promotion” variables that can be “tweaked” to maximize the potential
for success. Items can include size, color, location, price,
product quality, etc.
• Create a one-page questionnaire with the 15-second
concept description printed at the top. Questions that
delineate the implementation variables should be placed
in the middle of the survey and demographic/target market questions at the end. Construct questions with permissible responses. Avoid open-ended questions to simplify the collection and analysis of the data. Keep the
demographic questions to a few relevant items, but
always include the respondent’s age, gender, and zip
code to link the data with data from other sources.
• Gather around 200 responses. While telephone interviews are often used, in-person interviews are preferable. The respondent’s demeanor and nonverbal cues
provide a valuable indication of the person’s real feelings about the concept and should be noted.
The actual survey for this analysis can be found in Figure 1.1

Table 1. Sample Listing of Survey Data
YPC
Table 1. SampleTable
Listing offor
Survey
Data Table for YPC
Buy (A)
3
3
2
4
4
4
3
5
3
5
4
4
2

No.
(B)
2
3
5
0
0
0
2
0
3
0
0
0
2

Fresh
(C1)
5
5
5
5
4
5
4
5
5
5
5
5
5

Ease
(C2)
5
3
4
5
4
4
3
3
4
5
3
4
4

Menus
(C3)
3
4
2
1
3
2
2
3
3
3
1
2
3

Outside
(D)
5
2
4
4
3
2
2
3
7
7
7
2
3

Scratch
(E)
0
0
4
0
1
0
0
0
0
0
0
0
2

Zip (I)
40217
40206
40242
40207
40065
40065
40299
40299
40272
40272
40218
40205
40291
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Step 2: Create the Primary Data Table
and Perform “Top-Level” Analysis
Once the data have been collected, they are entered into a
spreadsheet with one row corresponding to a particular
respondent and each column representing the individual
questions. Microsoft Excel is a good software choice for this
procedure because it contains a number of analysis tools that
provide a level of sophistication beyond the one presented
here for those who are so inclined.
Indexing each questionnaire by placing a sequence number on the form is recommended for control purposes. It is
also recommended that the date, time, and location be
recorded.These items can be used to cross-reference the data
on the sheet to data entered into a computer.Table 1 shows
a few of the rows for the YPC concept from the 184 responses gathered.This table, one of two required for the analysis,
will be referred to as the survey data table.
Column A is the intent to buy response based on a fivepoint scale where 1 = definitely buy and 5 = definitely not
buy. Columns B through E are shown but are not necessary
for the data analytic process. These data were gathered to
assist in determining which product variables are most significant for potential customers. Columns F through H contain the demographic data; they are not shown to conserve
space.
The first analysis is to average the “buy” column. Calculate
the average response by adding all the responses and dividing the total by the number of surveys. For the YPC concept,
the overall average is 3.49 or midway between maybe buy
and probably not buy. On average, the concept is not well
regarded, but averages can be misleading.An old adage goes,
“If you put your head in an oven and your feet in a refrigerator, on average you are comfortable.”
The first pass of the data can be analyzed a little further,
although it is not necessary.The data in Figure 2 are shown to
demonstrate that survey respondents have definite opinions of
the concept even though quite a few individuals responded
“maybe” buy to the first question. To compare the actual
responses to a “normal” distribution of responses, the table is
sorted in ascending order on the intent to buy question, then
the number of respondents for each of the five possible
responses are counted. If Excel is used for the analysis, the
“countif” function can be used to count the cells with a 1, 2, 3,
4, or 5. For this analysis, the counts are shown graphically in
Figure 2 as the vertical bars.
The immediate observation is that the responses are more
heavily weighted toward the “no” side than the “yes” side.
Those on the fence (3 = maybe) are lower than expected in
a normal distribution (the line connecting the dots in Figure
2). This graph shows that many respondents have a definite
opinion and it is not very favorable. Thirty-one individuals
responded with a 1 or 2 while 88 provided a negative
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Your Prep Chef
Survey Seq # _________
Date __________ Time __________ Location _________________ Interviewer __________________
My name is _________. A local company is thinking about offering a new food service and we would like
your opinion. I am not selling anything and the survey will take less than two minutes. The service is called
Your Prep Chef. The Your Prep Chef would create menus each week that are interesting, wholesome, and easy
to prepare. The service would then prepare all the ingredients, which would be individually measured and
wrapped for each recipe. The ingredients for a week's worth of meals would be delivered to the home. The meal
is prepared by the customer. The recipes are selected so that each meal can easily be prepared in less than 30
minutes. The service offers the convenience of fast or frozen food with the quality of a home-cooked meal.
A.

If this service is priced at $60 per week, which includes all ingredients for 5 meals for 2 people, delivery
and preparation instructions and each additional person costs $20 per week, how likely are you to buy this
service?
1. Definitely buy
2. Probably buy
3. Maybe buy, maybe not
4. Probably not buy
5. Definitely not buy

If person responds with 1–3, ask the following question; otherwise, go to question C.
B.

If you purchased this service, how many dinners per evening would you need? ____

C.

On a scale of 1 to 5, with 1 being not important and 5 being very important, how would you rate the
following items.
____ Freshness and quality of meats and vegetables
____ Ease of food preparation
____ Number of menu alternatives such as low sodium, vegetarian, etc.

D.

In the last 7 days, how many dinners did you eat outside the home? _________

If response to D is less than 7, ask question E; otherwise go to F.
E. Of the dinners eaten at home, how many were prepared from scratch? _______________
F.

Is the head of household or the person primarily responsible for the dinner selection?
____ under 30 years of age
____ 30–45
____ over 45

G.

Gender of respondent:

H.

What is your educational level?
1. High school
2. 2 years of college
3. 4 years of college
4. More than 4 years of college

I.

Zip code of respondent _____________

male

female

Figure 1. Consumer-Oriented Concept Survey
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Intent to Buy: 1 = Definitely Yes, 3 = Maybe, 5 = Definitely Not

Figure 2. Comparison of Stated Intent to Buy with a Normal Distribution
response. While these results may seem discouraging to the
entrepreneur, a little more analysis will yield a much more
hopeful outcome.

Step 3: Create the Beginnings of a Data
Mart
Of the 184 respondents, 31 responded favorably to the
concept. If some common set of attributes can be identified for these 31 individuals, it might be possible to extrapolate or project the survey findings to a larger audience
and determine the market size. For instance, say an entrepreneur has a product that he has determined will appeal
to males less than 30 years of age who have an advanced
degree.The entrepreneur can then focus his efforts on this
group by targeting efforts to a very specific group and not
waste time trying to market to an audience that is not
interested or maybe even antagonistic toward the product.
For the YPC example, the typical gender, age, and educations variables were analyzed but do not predict or correlate
to purchase intent. In other words, segmenting the data on
gender indicates that women are no more likely than men to
respond with a definite or probably buy response.The actual
analysis is not shown due to space limitations but can easily
be performed by sorting on the buy variable then sorting only
those responding favorably on gender (or any other variable).
Since none of the more traditional demographic variables
lend any useful insights, the original survey data are linked to
externally available data (also called secondary data) such as
census data.This merging process is typical in creating a data
mart, which is a limited or domain-specific data warehouse

SIMPLIFIED DATA ANALYTICS
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(Inmon 2002). For the YPC assessment,“tapestry” groupings
developed by ESRI are employed. Derived from census data
and grouped by zip codes, “Tapestry segmentation system
provides an accurate, detailed description of America’s neighborhoods. U.S. residential areas are divided into 65 segments
based on demographic variables such as age, income, home
value, occupation, household type, education, and other consumer behavior characteristics” (ESRI 2005).
Three columns are added to the right of the survey data
table corresponding to the top three tapestry segments as
defined by ESRI. For each zip code, the top three segments
are added to the table. Table 2 shows the table after the
columns have been added. Columns C through H are hidden
to simplify the table. Thus, the original survey data table is
merged with secondary data.

Step 4: Data Analytics and Drill Down
A second table, which will be referred to as the tapestry tally
table, needs to be created to search for hidden gems in the
data. Since its creation appears a little complicated, it will be
described in some detail. The goal is to determine if there are
pockets of support for the concept that are not obvious from
the top-level analysis. In other words are there any tapestry
segments that seem to occur more frequently for those
responding favorably to the concept? Also, are there some
tapestry segments that occur more frequently for respondents who found the concept unattractive?
To answer the above questions, the survey data table is
sorted in ascending order on the “buy” variable.Then for all
the rows with a 1 or 2 in the buy column, the entrepreneur
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tallies or counts the number of times that each tapestry value
occurs in any of the three tapestry columns. The tapestry
tally table has one row for each of the 65 possible tapestry segments. The first column identifies the tapestry number, the
second column is a count of all the times the tapestry number is found in the survey data table where the buy response
is 1 or 2. The third column is created by counting the times
a particular tapestry number occurs in a row of the survey
data table where the buy response is a 4 or 5.When completed, the tapestry tally table appears as shown in Table 3.
The counting process can be performed very quickly and
more accurately by using the “frequency” function built into
Excel. This function will automatically count the number of
occurrences of a particular item, in this case the values from
1–65, in a range of a cell. More information on the frequency
function can be found in the help section of Excel.
Once the tapestry tally table is created, the raw counts are
converted to percentages by creating three more columns,
one for the positive column, one for the negative column, and
one for the net percentage.This net percentage column distinguishes this process from most by providing data that
eliminate the rule-of-thumb adjustments such as divide by
two or three.The goal of this step is to determine those locations, namely zip codes, where the buy sentiment is greater
than the not buy sentiment (on a percentage basis).
To determine the percentages for each tapestry, the total
number of respondents for the “1 or 2” column and the “4 or
5” column are computed by summing up each column. The
percentages are calculated by dividing the count in each cell

Table 2. Survey Data Table Extended
with Tapestry Data

by the corresponding total for the column. Once these two
columns are created, the last column is calculated by subtracting the “4 or 5” percentage from the “1 or 2” percentage.
This net difference is positive in tapestry segments where
the sentiment is generally favorable and negative number in
tapestry segments where the intent is unfavorable. Table 4
shows the results for all tapestry segments.
A quick scan of Table 4 indicates that tapestry segments 4,
12, 19, 22, and 30 contain the most positive net sentiment
while 3, 17, 26, 32, and 33 contain the most negative sentiment. Identifying those zip codes where the sum of the top
three tapestry percentages produces the most positive net
percentage will provide the first indication of “hidden gems”
in the data.This calculation is made by returning to the survey data table as shown in Table 3 (the original survey data
must be maintained in ascending order on the buy column if
one uses the frequency function to compute the tapestry column data).The net percentage values from the tapestry table
that correspond to the tapestry number in the survey table
are summed.The resulting table is in Table 5.This data lookup can be automated by using the Vlookup function in Excel.
Table 5 contains only the first 25 rows of the survey data
table. A scan through the entire table reveals about 10 zip
codes with quite positive responses to the intent to buy question.A further scan of the table indicates that 4 of the 10 zip
codes have 10 or more respondents, increasing the validity of
the results.

Step 5: Projecting the Data and Identifying a High Potential Target Market
The final step of the process is to take the higher potential

Table 3. First 15 Rows of the
Tapestry Tally Table
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Table 4. Complete Tapestry Tally Table with Net Intent to Buy

zip codes, obtain census household data, and compute the
sales potential for these areas.Table 6 contains the results of
this final tabulation. The maximum number of households
(the last column on the right) is computed by multiplying the
Net % Buy for Zip Code column times the Number of
Households (HH) in the Zip Code column.The last column is
an estimate of how many households would buy if the net
percent buy figure is projected for the entire zip code.
At this point the entrepreneur can begin to draw some
conclusions about the idea’s potential. By drilling down
into the data, pockets of opportunity that were not visible
in the top-level analysis are identified. The first three zip
codes appear to offer a very good opportunity for the entrepreneur. The fourth zip code, 40223, has less potential due
to the lower number of households that could be expected
to try the service. In all four cases, selecting the “best” location will require additional information such as proximity
to available commercial space, ease of delivery in each area,

SIMPLIFIED DATA ANALYTICS
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discretionary spending, and ability to target market in the
location.
For discussion purposes, we will assume that the second
zip code, 40291 is selected as the best location and that the
venture strategy would be to completely saturate this market
in one year. In other words, the entrepreneur would like to
grow the business in this first location to the 385 households
in the first year.
Table 7 contains a revenue projection assuming 25 households can be secured in the first month each paying $75 per
week for the service with an average of four weeks in a
month.The total revenue for the first year is $498,000.While
there are a number of “ifs” for the concepts such as “if the
expenses can be managed,” the concept appears to have significant potential. Reaching 100 percent of potential is
extremely difficult, so the above represents a high-end estimate. One could use Paretto’s law and assume 80 percent of
potential with 20 percent effort as a good top-end estimate.
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Table 5. Final Survey Data Table Excerpt with Net Sum
of Top Three Tapestry Segments Net Buy Percentage

Table 6. Top Four Market Opportunities for YPC with Household Census Data

Net % Buy
4.7%
3.3%
2.6%
1.1%

Zip Code
40205
40291
40220
40223

No. of
Surveys
28
10
17
11

Number
Residents
of HHs
per HH
10699
2.2
11652
2.6
14553
2.3
9099
2.5

Income
per HH
$ 63,912
$ 66,198
$ 57,973
$ 75,688

Max No.
of HHs
503
385
378
100

Table 7. Monthly Revenue Projections for the 40291 Zip Code
# HH/Week
PPrice/Wk/HH
Sales/Month

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
25
32
41
53
68
87
111
142
183
234
300
385
25
32
41
53
68
87
111
142
183
234
300
385
$ 75 $ 75 $
75 $
75 $
75 $
75 $
75 $
75 $
75 $
75 $
75 $
75
$7,500 $9,617 $12,330 $15,810 $20,272 $25,992 $33,327 $42,732 $54,792 $70,254 $90,080 $115,500
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Conclusions
The concept survey and the associated secondary data (census data in the above example) contain very useful marketing
information that can be used to fine-tune not only the location
(place), but also the marketing message (promotion) and the
price. If the survey is properly constructed, the fourth P of
marketing, namely product, can be perfected by using survey
respondents’ comments on product characteristics.As can be
seen in the sample survey in Figure 1, question C contains
three product related characteristics that can assist the entrepreneur in refining the product and the marketing message to
better reach and meet the needs of the target audience.
The analysis of the product-related data is beyond the
scope of this research, but it is important to include ques-

tions such as this in the early stage of concept analysis. It
takes very little time to obtain responses to these types of
questions and they can be invaluable in refining the concept,
thereby increasing the probability of a successful venture.
The use of customer surveys to refine a concept or determine market potential can be accomplished in an economical manner without abandoning accuracy or precision.
Utilizing some of the best practices of data warehousing
allows entrepreneurs to develop a sales forecast that is easy
to create and to communicate to others while being reliable
and accurate. The approached detailed above will demonstrate to potential stakeholders that the entrepreneur has
fully thought out the concept and has created a plan built on
a solid foundation of accurate information.

Endnote
1.The actual data table is available on request from the first author or at business.bellarmine.edu/ypc.htm.
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Case Study
Entrepreneurs Test the Market: Got (Goat’s) Milk Soap?
Laurence M.Weinstein
Kelli Bodrato*
The Four-Year Itch?
Sitting around the kitchen table one late-winter morning, Lisa
and Rick Agee were discussing which direction to take their
small, home-based business located in rural New Milford,
Connecticut, over the next three to five years. The couple
was making and selling “Goatboy” brand bathroom soap
using goat’s milk as the key ingredient, and they were now
trying to reconcile very different points of view on how to
grow the business in early March 2006.
Although unit business volume had increased from 10,000
units in 2003 to 40,000 units in 2005, the Agees still had not
yet reached a point where they were generating enough
profit to sustain the business well into the future; it seemed
the two of them were so bogged down in the day-to-day
operation of the company that they were not yet confident
their venture would be successful. Funds were running out
and both Lisa and Rick were quietly getting desperate about
what they should do next.
Lisa was saying over breakfast to her husband, Rick, and a
friend who was visiting,“I am tired, just bone tired, of making
and packaging our soap bars by hand. It takes me almost 20
hours a week just to do my part to get the product ready to
ship. It would be a far better use of my time to put together
a formal business plan and get out of the house more often
to market the brand to huge potential buyers like the Stop &
Shop chain. [Stop & Shop is a large, regional supermarket
chain in Northeastern United States.]
“I want to go to gift shows in New York and Boston where
there’s tremendous excitement and sales action. It’s a waste
of time for me to be selling one and two bars of soap at a
time to customers who come to our home or for me to
attend country fairs.We need to advertise and grow this business much faster than we have so far. I want badly for our
company to be the next Burt’s Bees” (Burtsbees.com 2006).1
Rick retorted,“Frankly, I don’t see the need for a business
plan and I don’t think we should go anywhere near the Stop
& Shop chain.Tell you why. Growth has been doubling every
year since our first full year of business in 2003 and that’s just
with word-of-mouth promotion and some nice publicity
pieces in local newspapers.Why change the way we operate?
Besides, it’s dangerous to grow too fast. I love going to the
local area farmers’ markets and to the summer fairs because
I enjoy meeting new people who learn about our products

and then tell us how much they love them. Plus, building our
business on the Internet is a fun challenge.”
Lisa responded,“Rick, fun is not the operative word here.
Surviving would be more like it.”

The Original Concept
For the Agees, starting up their business came from a very
real family need and, for them,“necessity was absolutely the
mother of invention.”The concept that led to their in-home
business was indirectly caused by a very sick infant. Lisa Agee
said,“My second child had significant allergies when he was
born.At three days old, he would double over in pain when I
tried to feed him milk. I knew something was terribly wrong
and that I had to do something fast."
“The answer, after a lot of hasty research on the Internet
and discussions with my pediatrician, was to feed him goat’s
milk.” Their son thrived and his nickname became “Goatboy”
because he depended upon, and drank, large quantities of
goat’s milk. And that also is why the Agees came to choose
“Goatboy” as the name for their business.

From Milk to Soap
The insights about the values of goat’s milk led eventually to
introducing their children to goats at a nearby farm some
years later and, for Lisa, a notion that perhaps goat’s milk
products could be a lot better for human consumption and
for her family’s health than cow’s milk. Lisa was personally
motivated to look into alternative products because each
winter she would “scratch herself raw” as her skin was dried
out from using regular soaps, even Dove brand bars, that
claimed to contain creams which would soften and moisturize the skin.
“What a scam that is,” offered Lisa. “The soap companies
take out the glycerin that is produced during the soap-making process and sell the glycerin to other manufacturers who
want the by-product for their own brands and uses. That
leaves bar soaps with harsh detergents getting consumers’
skin ‘squeaky clean’ but requiring lotions to remoisturize
their bodies when what we really need, adults especially, is
something that will be cleansing but not so harsh on the
skin.”
These perceptions led Lisa to an Internet site in 2001
where she was able to locate a woman in upstate New York

*Coauthor of teaching notes
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offering soap made from goat’s milk. Having previously had
very positive experiences with goat’s milk for her son, Lisa
immediately ordered several bars of the product and was
pleased with its performance. Using only the goat milk soap
product, Lisa’s skin healed after two months and she has
never returned to using regular commercial bar soaps.

The Product
Impressed with the potential of goat milk products, Lisa and
Rick started to make their own goat milk soap later in 2001,
and within months they found a ready market among other
families interested in using the product. By 2003, both Lisa
and Rick decided to leave corporate life and concentrate on
the manufacturing and marketing of their soap.The business
had been incorporated in late 2002 as a limited liability company to give the Agees certain tax and debt protection
advantages (for a fuller discussion, go to http://sbinformation.about.com/cs/ownership1/a/LLC.htm 2006). In their
rural area, the Agees were allowed both to own goats on
their property and manufacture the soap.Their herd consisted of six Nubian goats, with three of the four females pregnant and due to deliver their kids by June 2006.

The Agees also had to learn how to make bathroom soap.
They used various sources including a local chemist, several
Internet sites, and some local library textbooks. Rick, who is
very handy, said,“The process itself wasn’t hard to learn, but
you have to be careful to mix the ingredients properly and
take care not to hurt yourself around the lye and the high
heat needed to make bar soap.”
The product was made by heating goat’s milk with Shea
butter, along with olive, palm, and coconut oils in 55-gallon
metal drums to 100˚ F. Lye was then added; reacting to the fat
in the goat milk, the solution heated up dramatically and had
to be pneumatically stirred to avoid burning.When the mixture reached the correct “trace” thickness, the liquid was
poured into molds where it was left to cool for the next 48
hours. Next, the soap product was cut into logs where it
cured for the following 30 days. Finally, the logs were cut into
individual bars and packaged by hand.As of January 2006, the
Agees could produce up to 1,200 bars daily.

Small batches of product are manufactured using natural ingredients goat’s milk, saponified oils, and fragrance.

Bobby Agee tends to the family’s Nubian goats.

Initial capitalization of the company came from taking out
a mortgage of $100,000 on their home in New Milford.
Family inheritance had enabled the Agees to buy their
$300,000 home without any debt. Now, they were tapping
into their home equity to cover the costs of buying manufacturing equipment, purchasing initial ingredients, paying for
initial sleeve packaging and other materials, plus paying their
personal bills and a mortgage payment of roughly $ 6,000 per
month while they waited for the business to start generating
income.

Goatboy soap cures for 30 days before being cut into
individual bars and packaged by hand.
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The Agees also made lip balm and skin lotion from goat’s
milk using manufacturing processes similar to their bar soap,
but these product line additions accounted for less than
$15,000 of their total gross income in 2005.

Target Audience
The Agees had come to the conclusion from talking to hundreds of prospective buyers at county fairs and farmers’ markets that their audience consisted primarily of female headof-households, aged 30–60, with moderate or better family
incomes, both rural and suburban home-owners, who all suffered from dry and/or sensitive skin.“While women are primarily the purchasers,” said Lisa, “I suspect the majority of
our users are men, 30+. Surprising, isn’t it? Get this:We offer
a wide variety of fragrances, such as blackberry sage, herbal
French clay, almond, lavender, red clover tea, lilac, serious citrus, and oatmeal. Men really have taken to the different scents
and they appreciate how mild the soap is on their skin. Men
come up to our summer fair or farmers’ market booth all the
time and tell me how much they love our soap products!”
Although it appeared counterintuitive that men would be
heavy users, Lisa insisted her insight into the marketplace
was accurate despite the lack of any formal market research
to confirm her feelings. She based her beliefs solely on the
informal sampling of men who approached the family-run
booth and discussed the soap with the Agees.

Sales
At the end of 2005, Lisa and Rick roughly estimated their
sales revenue came from five different sources, in these percentages (see also Figure 1):
• farmers’ markets, 35 percent
• retail accounts, 15 percent
• summer fairs, 20 percent
• Internet, 15 percent
• home parties, 15 percent

Figure 1. Sales Revenue by Source

Price
Each 4.5-ounce bar of Goatboy Soap was priced at $5.00
retail; when purchased directly from the Agees, consumers
were able to buy three bars for $10, or $3.33 each—a savings
of 33 percent. However, even with this price reduction, anyone who used the soap had to have a real appreciation for
the benefits of the goat milk product because store-bought
bar soap retailed for far less than what the Agees were charging for their product (see Table 1).Although the goat milk bar
lasted twice as long as comparable commercial bar soap,
according to the Agees, the product was still more expensive
to use than nationally branded soap because of the larger
price differential. Lisa was quick to point out, though, there
were additional savings for her customers in not having to
buy moisturizing creams so often, or not at all, which made
her product line no more expensive than competitive soap
brands from Dial, Procter & Gamble, and Unilever if one
added the cost of the body cream to the initial purchase of
store-bought bar soap.

Table 1. Price Comparisons by Brand
Soap Brand
Size
Dial
4.5 oz.
Dove
4.25 oz.
Goatboy
4.5 oz.
Ivory
4.5 oz.
Lever 2000
4.5 oz.
Olay
4.75 oz.
(Goatboy price calculated at $3.33/bar)

Unit Price
$0.11/oz.
$0.32/oz.
$0.74/oz.
$0.13/oz.
$0.27/oz.
$0.34/oz.

Profit Margins
Profit margin was 70 percent when the product was sold
directly to the end-user at $5.00 per bar, based on a cost to
manufacture of $1.50. Price to distributors or direct-buying
retailers was in the $3–$3.50 per unit range, depending on
volume, establishing margins for the Agees of at least 50 percent. Retailers who purchased the product, at say, $3.00 and
resold each bar for $5.00, made a 67 percent markup and a
40 percent margin.Those robust markup and margin percentages were a strong incentive for carrying the line as commercial bar soaps frequently provided markups of only 10 to 15
percent in comparison.2
Whole Foods, headquartered in Greenwich, Connecticut,
a regional natural foods supermarket, authorized their store
managers to accept the product line into their Northeast
stores in September 2005 (Wholefoods.com 2006). The
Agees were scrambling to visit every store during late 2005
and early 2006 to convince each local store manager to
accept an initial stocking order of a gross of soap (144
units). Through March 2006, six Whole Foods locations in
New York and Connecticut had made the commitment to
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stock Goatboy soaps, generating initial sales of nearly 1,000
units, and the Agees upgraded their packaging to increase
their shelf presence.

Goatboy Soap packaging.

Promotion
As of spring 2006, Lisa and Rick had not advertised nor used
sales promotion behind their soap, lip balm, and skin lotion
product lines in mass media outlets such as newspapers or
radio. Their business budget did not allow for paid advertising although they recognized the fact that at some point it
would definitely help their sales if they were to start promoting Goatboy more aggressively. The Agees did try bartering
their products for airtime in early 2005 over radio station,
“I95,” in the Hartford, Connecticut, area, but after several
months decided not to continue their association with the
radio station. Product awareness was helped to some degree
because several of their customers mentioned hearing the
on-air mentions of their product. However, the Agees felt that
this effort had led to very few actual incremental sales and
was not worth the cost of supplying the station with free
samples.
The primary vehicle for creating awareness of their company occurred whenever Lisa and Rick attended farmers’ markets and local town fairs in Connecticut and Massachusetts
from May to September.They also regularly mailed samples of
their product line to any prospective supermarket retailers,
health food stores, bed & breakfast owners, and talk-show personalities who approached them or who the Agees thought
might be interested in the product.
Occasionally, the Agees had been interviewed by local
newspaper reporters and their business had received very
positive publicity. One example of this coverage occurred in
July 2005 when the Seymour, Connecticut, first selectman

(the town’s mayor) decided to ban the Agees from bringing
their goats to the town’s fair because a local resident had
complained the goats were a public nuisance. When word
spread about the ban, the local town residents became angry;
they protested and barraged the first selectman with emails
until he relented.The associated newspaper and cable television coverage out of New Haven and Hartford, Connecticut,
greatly helped raise the awareness level, and interest in, the
company’s products (Benton 2005).
Rick said, “After that experience, we were hoping that
every mayor and first selectman would follow suit and ban
our goats.The attention we received, and the support we got
from the community, was overwhelming.You can’t buy that
sort of stuff.”
The company also maintained and regularly updated an
Internet site at www.goatboy.us, which told the story of the
company, displayed the product line, discussed the benefits
of using goat milk soap, and showed how to order the product online (Goatboy.us 2005).
The Agees’ latest publicity breakthrough came when they
were videotaped by producers of the CBS network program,
“Market Watch,” in December 2005 (the show aired in
February 2006). Although other entrepreneurs were shown
during the 30-minute program, the Agees received more than
15 minutes of airtime and Goatboy brand soaps were the
main feature of the program.

Unit Sales
As of spring 2006, unit sales had been increasing briskly.
Figure 2 shows the sizeable increase in bar soap sales year to
year, with a doubling of units sold each year since the first
full year of product introduction in calendar year 2003.
Could the business continue to generate sales increases of
100 percent each year? The Agees certainly hoped so. Even at
80,000 units, the Agees would be operating at only one-third
daily production capacity. This was a cause for concern
because the initial expense of buying their equipment was
quite high (more than $20,000), and they were anxious to
realize a return on their capital investment.
Rick had not yet conducted sophisticated financial analyses for the company, but the Agees had estimated that they
would be able to earn up to $175,000 in gross income if they
both went back to corporate jobs. Subtracting taxes, social
security and medical benefit deductions, their corporate
incomes would have netted the Agees roughly $120,000
annually, a comfortable sum with which to raise their family
without the expense and effort of running a family business.
For the business to generate that same sum in profit from
selling goat milk products, Rick assumed that each bar of
soap sold generated at least a $1.50 in gross margin.
Additional expenses such as utility bills, transportation costs,
business insurance, a new truck, veterinary charges, and
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taxes were at least another 95 cents per bar, leaving a net unit
profit of 55 cents. Rick mused,“I sure do need to sell a lot of
soap to make my nut of $120,000.”
Should they continue the business? The Agees were currently selling 80,000 bars per year with the business doubling from year to year.That would mean they could conceivably sell 160,000 bars of soap in 2007. Could their money
hold out? The original $100,000 they borrowed against their
home had nearly run out. They were discussing borrowing
another $100,000 from the equity in their house but this was
a decision they were not yet ready to make because their
mortgage expense would increase by at least $500 per
month in interest payments alone.

the country appeared to be leaning more and more toward
cottage industry products that promised distinct benefits
over mass-merchandized brands.
A particular worry for Lisa was that Goatboy Soaps might
lose its differentiation from commercial bar soaps and, more
importantly, from the other Internet-based soap companies
such as Goatmilk Goodness, Utterly Delightful Goatmilk
Soap, and Goat Milk Skin Care Soap, because consumers had
such an overwhelming number of sources for the product.
What made the Goatboy brand distinct? Was there a strong
“reason why” consumers should buy their products from the
Agees and not someone else? These thoughts were beginning
to haunt Lisa and she did not know what to do about it.

Biggest Obstacle

A “Champion” Would Help, but Is It a
Fantasy?

The biggest impediment to further growth, at least for now,
was lack of product exposure and distribution, according to
Lisa. One recent success was the decision by Guido’s
Supermarket, located in Great Barrington and Pittsfield,
Massachusetts, to begin stocking their products.Although initial sales had been encouraging, the Agees still did not have
sales representatives to make sure that stock depletion was
avoided by constantly restocking the shelves every week.
“Neither Rick nor I have the time to follow-up on Guido’s
and make sure we don’t suffer from out-of-stocks.This makes
me wonder if we’re going to succeed with Guido’s and with
Whole Foods as well,” she said.“Hiring a sales force to keep
track of what’s on the shelf at these supermarkets would be
time-consuming and very expensive. We simply cannot consider it at the moment.”

Lisa wished she had a “champion” for their product line.
Some radio personalities, such as Don Imus in New York,
were interested in helping small businesses and consistently
talked up products like Bigelow Tea whose main office was
nearby in Fairfield, Connecticut. If popular network television stars like Oprah Winfrey or Ellen Degeneres would only
“discover” goat milk soap, it would put the Agees “on the
map.” However, getting the attention of these popular stars
was extremely hard to do.Thousands of small businessowners like the Agees all sought that kind of attention. Lisa had
sent baskets of product to both Oprah and Ellen but had
heard nothing back from either celebrity. For all Lisa and Rick
knew, someone on the staff had simply taken the baskets
home and used the product without Oprah or Ellen ever
being the wiser.

Growing Internet Competition
Interestingly, over the past two years (from 2004 to 2006),
Lisa had noticed a marked increase in entrepreneurial activity in natural bar soaps. She was not sure why this phenomenon had occurred, but Lisa had noted that consumers across

Looking Ahead
If the product line did not grow substantially by spring 2007,
one of the Agees would definitely have to seek employment
in the corporate sector or else Rick and Lisa would have to

Figure 2. Unit Bar Soap Sales 2003–2006 (Projected)
(Rounded to nearest thousand; data supplied by the Agees)
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borrow once again from their home’s equity line and/or seek
an outside investor. Either option was not appealing to them;
they wanted to make their venture a success and keep it
within the family, but that all depended on achieving substantially more product awareness and distribution in the
months—and years—ahead.
Lisa still wanted to put together a business plan and even
a marketing plan eventually, but Rick’s resistance to formal
planning and her own ambivalence to formalizing aspects of
their business meant that planning would continue to take a
back seat. Whatever publicity they received in the months
ahead would have to occur serendipitously.
Rick still believed the business could grow organically and
slowly enough for the Agee family to maintain tight control
over the purchasing, manufacturing, and sales functions. Rick
believed that by attending enough summer farmers’ markets
and town fairs the business would eventually become big
enough to sustain him and his wife indefinitely. Lisa, on the
other hand, was becoming increasingly dissatisfied with having to take care of so many business details and keep their

home open at all hours just to sell one or two bars of soap at
a time. Lisa had bigger dreams and wanted to expand the
business exponentially. She wanted to appear on the Oprah
Winfrey Show and other national formats where the goat
milk soap business would be exposed to substantially more
consumers and where they stood a chance of being noticed
by influential people. People who might one day make them
as successful as Burt’s Bees.
As the discussion ended, the doorbell rang. It was a customer who wanted to buy five bars of soap. Rick’s eyes lit up;
Lisa was less impressed.“Another $20 or so. Big deal. At this
rate, we’ll be out of business soon,” she commented.“Is there
light at the end of this tunnel for us?”
Decisions needed to be made. Should the Agees follow
Rick’s desire to grow slowly and use an informal planning
style with a day-to-day time horizon or would Lisa’s more
aggressive approach make more sense with faster growth
and the use of a formal planning system? If they could not
reconcile their different perspectives, the business, and possibly their marriage, might be at risk.

Endnotes
1. Founded in 1984, Burt’s Bees produces personal care products made from beeswax, nut oils, and other natural ingredients
sold worldwide in boutiques and health food stores. For more information, see www.burtsbees.com.
2.Whole Foods buyer in conversation with Rick Agee in 2005.
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Problems Encountered by Ethnic Entrepreneurs:
A Comparative Analysis Across Five Ethnic Groups
Gabrielle A. Brenner
Louis Jacques Filion
Teresa V. Menzies
Lionel Dionne
espite growing interest in the difficulties encountered by ethnic entrepreneurs, very little research
has yet been done on the subject. This article
attempts to fill the gap. A total of 715 Chinese, Italian,
Indian/Sikh, Jewish, and Vietnamese entrepreneurs from
Montreal, Toronto, and Vancouver were surveyed for the
research. The results show that ethnic businesses tend to
face the same problems as other businesses, which consequently does not appear to justify the development of support programs specifically for ethnic entrepreneurs.
However, this study of established businesses does not consider failed or nascent businesses, which may have experienced additional problems. Further research is required to
examine these issues. Also, given the unique social and
business dynamics that exist within the ethnic communities studied, support programs should be directed through
the networks of these communities.

D

In the last two decades, the interest shown by governments
and researchers in ethnic and immigrant entrepreneurs has
grown.There are a number of reasons for this, but all share a
common goal, namely to highlight the place and impact of ethnic businesses in the economies of their host countries.1
In the United States,for example,ethnic businesses are present in large numbers,and appear to have maintained their vitality (Montgomery 2005; Waldinger 1989). Indeed, immigrant
entrepreneurs are said to be responsible for the revitalization
of trade in some peripheral regions and smaller towns (Stauber
2001; Lachman and Brett 1996). One study also revealed that
businesses owned by women from the ethnic minorities grew
three times faster than all other firms in the period 1987 to
1996 (Mesa and Boles 1997). In addition, the ethnic diversity
of Silicon Valley’s businesses has given the area a global
advantage in terms of marketing, and has generated significant dividends (Menzies, Brenner, and Filion 2003; Saxenian
1999; Engardio and Burrows 1997). Immigration is seen as a
major strength, helping reinforce the economy by promoting
the arrival of younger, more innovative, and more entrepreneurial immigrants (Davies 2005; Ehrenhalt 1993). Lastly,
researchers have also suggested that ethnic businesses have
made a significant contribution to the growth of exports, the
development of a global vision, and the creation of interna-
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tional contacts by American firms (Mandel and Farrell 1992).
A report, submitted by a committee formed to study the
reasons for quicker high technology start-ups in the United
States compared with the United Kingdom, pointed to,
among other things, the larger numbers of talented immigrants in the United States who were willing to take risks
(CSFI: The future is small 1997). A Canadian study by Head
and Ries (1998) reported that exports by immigrant entrepreneurs to their country of origin were 10 times as high as
exports by all Canadian exporters in the period 1980 to
1992. One of the reasons put forward by the authors was that
immigrants have more knowledge of and better access to the
markets in their countries of origin.Another Canadian study
(Helley and LeDoyen 1994) reported that, generally speaking,
immigrants find it easier to create their own businesses than
locals (Field 2003; Light and Rosenstein 1995; Stiles and
Galbraith 2003; Thonney 1988; Trista Resources Ltd. 1989;
Waldinger,Alrich et al. 1990;Ward and Jenkins 1984).
If such observations do in fact reflect reality and are not
simply isolated or one-off phenomena, then there is good reason to take a serious look at what can be done to give effective
support to entrepreneurship, venture creation, and business
expansion in ethnic communities. One way of doing this is to
extend our knowledge and understanding of the problems
faced by ethnic entrepreneurs. There are three main reasons
why such an approach is relevant. First, we know that the
entrepreneurs’ own understanding of their problems affects
their strategic choices and hence the performance of their
businesses. Second, a better understanding of these problems
would help public authorities to formulate and implement
policies and programs that are more appropriate to the needs
of the businesses. And third, researchers themselves would be
better able to direct their research efforts.
The research presented here examines the nature and
development of the difficulties encountered by Chinese,
Italian, Jew, Sikh, and Vietnamese entrepreneurs, with a view to
identifying implications for the content and use of support
policies for ethnic businesses.

Analysis of the Literature
If it is true that ethnic businesses make a real contribution to
economic growth in their host countries, then there is a real
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need to support them as they face their problems to increase
both their survival rate and their effectiveness. Unfortunately,
very little information is available on the nature of the problems they encounter. This may be due in part to the fact that
most research on the subject has focused in the past on the
characteristics of the entrepreneurs and their businesses, and
on the determinants of venture creation and success.
The data available on the problems encountered is either
partial or very general in nature. For example, some authors
explain the high venture creation and self-employment rates
in ethnic communities as a means of integration in the face
of rejection and discrimination by the host community
(Raijam and Tienda 2003; Light and Rosenstein 1995;
Menzies, Filion, Brenner, and Elgie, in press; Mohammed 1988;
Toulouse and Brenner 1990;Waldinger,Alrich et al. 1990).This
type of explanation also suggests implicitly that ethnic entrepreneurs face fairly significant social difficulties in their business practice. It is for this reason that they work long hours
and accept lower wages, even if their education is above
average (Trevor 2000; Light and Bonacich 1988).
In a comparative study of Chinese entrepreneurs in
Calgary and Armenian entrepreneurs in Los Angeles, Ray,
Momjam et al. (1988) note that ethnic entrepreneurs face
three types of problems: access to start-up funding, adaptation to local standards, and nostalgia. These difficulties are
less marked in the Chinese communities, due partly to the
major role played by the ethnic network in providing social
and financial support, but also to the fact that Chinese communities tend to make very little effort to adapt to the local
culture. Research has also shown, generally, that immigrant
entrepreneurs make little use of government networks and
support services (Brenner, Célas, and Toulouse 1992a and b)
or of the host society’s business associations (Québec 1993).
Immigrants who do not have the capital they need obtain it
in the form of loans from within their communities, through
community institutions, relatives, or family members.
A literature review on small and medium-sized business
reveals basic references to the problems encountered. Two
main points emerge from the literature. First, business failure
is explained to a large degree by the owner-managers’ inability to solve problems (Castaldi 1986; Dollinger 1985; Dun and
Bradstreet 1987; Gaskill, Van Auken et al. 1993; Ibrahim and
Goodwin 1986). And second, the nature and especially the
scope of the problems also vary according to the development stage of the business (Churchill and Lewis 1983;
Kazajian 1988; Kurato and Hodgets 1989; Lorrain, Belley,
Ramangalahy, 1994). A number of problem classification
models have been proposed. They are examined in greater
detail below.
Following a survey of 91 respondents, Gaskill, Van Auken
et al. (1993) divided the difficulties leading to small business
failure into four groups: strategic management, marketing,

competitive environment, and growth. Based on a two-step
survey involving a sample of 257 entrepreneurs and ownermanagers, Taylor and Banks (1992) used factorial analysis to
identify eight groups of problems: human resources, competitiveness, productivity, costs generated by legal constraints,
financial needs, tax policies, international competition, and
the consumption of illegal substances. Respondent entrepreneurs said the main problems were the costs generated by
legal constraints, financial needs, and tax policies.
Tepstra and Olson (1993) produced one of the most interesting studies on the subject. Following a survey of 121 small
business owner-managers, the authors drew a distinction
between start-up problems and growth problems.They developed a comprehensive grid that covered nine categories of
problems: obtaining outside funding, internal financial management, marketing and sales, product development, production, general administration, human resources management,
the economic environment, and the legal environment. The
dominant problems at the start-up phase were related, in
decreasing order of importance, to marketing, obtaining outside funding, and internal financial management. At the
growth stage, the dominant problems were related to marketing and sales, financial management, human resources management, and general administration. A study by Huang and
Brown (1999), involving 973 SMEs, confirmed the findings of
Tepstra and Olson (1993). Lastly, in a study carried out
between January and March 2000 of 4,044 small businessowner-managers in the United States, 10 main problems were
identified: cost of health insurance; federal taxes on business
income; locating qualified employees; unreasonable government regulations; Social Security taxes; state taxes on business
income; workers’ compensation costs; federal paperwork;
cash flow; and cost of natural gas, gasoline, and fuel oil
(Dennis, 2000). For the purposes of this study, we used the
grid developed by Tepstra and Olson (1993), which we
improved.

Methodology
The method selected for this research was the field interview
with questionnaire. The total sample at the end of the fouryear research period (which began in 1999) comprises 1,429
respondents, which included 718 ethnic entrepreneurs and
711 nonentrepreneurs.We only report on the entrepreneurs
in this study. The survey was carried out in three of Canada’s
largest cities: Montreal,Toronto and Vancouver. Five different
ethnic communities are involved, with approximately 50
entrepreneur respondents per community in each of the
three cities. Ethnicity was by self-identification (e.g., Chinese
Canadian and Italian Canadian). This article describes the
results obtained from the survey of Chinese, Italian, Jewish,
Sikh, and Vietnamese entrepreneurs.2 The entrepreneurs
sample is comprised of 718 respondents of which 21 percent
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were Chinese, 18 percent Italian, 18 percent Sikh, 21 percent
Jews, and 20 percent Vietnamese.
The survey questionnaire was produced by adapting and
improving the methodology tested in the work of Brenner,
Célas and Toulouse, 1992a and b; Toulouse and Brenner 1990.
It is divided into two parts: the first is designed to identify the
respondent’s sociodemographic profile and the second to
elicit his or her entrepreneurial experience.
To maximize response rates and reliability, the questionnaire was administered in person by interviewers from the
same ethnic community as the respondents. This approach
helped eliminate language and cultural barriers, promoted a
climate of trust, and led to the identification of new respondents.The data presented in this article were obtained from
1999 to 2003. They relate to the Chinese, Italian, Jew, Sikh,
and Vietnamese communities in the three Canadian cities
mentioned earlier.

gender, and level of education of respondents. In most of the
open questions, we grouped the responses together to facilitate the reading of the results.

Findings
In the following sections we will look successively at the
characteristics of respondents and their businesses, and the
nature of the problems they faced.

Sociodemographic Characteristics of
Respondents
Of the 718 entrepreneurs who participated in the questionnaire survey, 161 (22%) were born in Canada and the others
were born mostly in the country of ethnic origin. Threefourths (74.4%) of the respondents were men. The average
age of the respondents is around 44 years. Most were educated beyond high school level. Overall, not only were they welleducated, they were also professionally experienced, having
an average of 11 years of work experience, 3.7 years before
moving to Canada and 7.5 years after arrival. There was a
high percentage of respondents who said a member of their
immediate family (father, mother, or family) owned a business
(42.2%). The main language spoken at home was neither
English nor French.

Data Analysis
The data were processed in two stages. First, we used
descriptive statistics to identify the characteristics of respondents, their activities, and their entrepreneurial experiences.
Second, we used c2 tests and variance analysis tests (ANOVA)
to make comparisons based on the status, city of residence,

Table 1. Financing Problems and Sources at Start-up
Variables
Analyzed

Total Sample
Average
Frequency

%

How Business Was Acquired
Purchased
152
21.2
Created
529
73.7
Inheritance
29
4.0
Other
0.0
No answer
8
1.1
Initial Investment
Total
amount 291.8
3967.7
(103)
Percentage
76.4
31.1
invested
Sources of Financing
Own investment
62.2
37.7
Bank loan
17.3
29.2
Family loan
12.4
24.2
Governmental
0.6
5.4
loan
Loan from ethnic 3.6
13.8
group
Loan from
0.3
2.9
nonethnic group
Other sources
2.8
13.7
*:p
0.05
**:p
0.01
*:p≤0.05
**:p≤0.01

Comparisons Between Ethnic Groups
Chinese

%

22
110
2
2

%

16.2
80.8
1.5
0.0
1.5

Jews

19
122
10
-

%

12.6
80.8
6.6
0.0
0.0

Vietna
mese

%

46
92
7
-

31.7
63.5
4.8
0.0
0.0

c2
F anovac

116.5

288.5 150.9

500.9 210.4 743.1 816.4 8446.0 107.6

143.8 0.795

85.1

26.6

78.2

29.5

71.7

29.4

72.8

35.2

74.9

31.8

4.038**

70.5
10.4
17.1
0.6

33.8
22.2
27.0
4.7

62.3
22.3
9.8
0.2

39.9
33.8
22.3
1.8

62.7
14.0
8.8
0.2

33.6
22.2
17.8
1.8

55.6
22.4
12.9
1.1

40.7
32.5
25.6
8.6

59.6
17.9
12.9
0.9

38.6
31.5
25.6
6.1

3.021*
4.455***
2.478*
0.890

-

0.0

0.7

5.3

8.8

20.8

2.4

10.6

2.9

13.3

6.425***

-

0.0

0.0

0.0

0.7

3.6

0.0

0.0

0.5

4.5

1.371

2.2

12.4

1.4

9.9

3.5

15.2

4.7

17.3

1.303

BY

20.0
73.3
3.7
0.0
3.0

Sikhs

25.2
70.2
3.3
0.0
1.3

1.9
12.1
***:p
0.001
***:p≤0.001

27
99
5
4

%

38
106
5
2
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Italians

19.679***
17.502**
5.211
-
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Business Characteristics
Most of the businesses were in retail (32.3%), services (27%),
restaurant (12.9%), and wholesale (9.4%) sectors. The businesses represented employed an average of 6.2 full-time
employees. Of these businesses, 71.2 percent have a turnover
under $500,000.

Financial Problems at Start-up
Because of the major role played by financial problems in the
small business sector, it is relevant to focus on them to gain a
better understanding of the features of ethnic businesses.
The total initial investment was, on average, $291,800. A
part of this amount (31.1% on average) was financed by the
entrepreneur. Significant differences were noted in the contribution of the entrepreneurs. Chinese entrepreneurs invested significantly less initially (26.6%) than Sikhs (29.4%), Jews
(35.2%), and Vietnamese (31.8%). They also invested significantly less of their own money (33.8%) than the Jews
(40.7%), and the Vietnamese (38.6%). The Chinese entrepreneurs also got significantly less loans (22.2%) than the Italians
(33.8%), the Jews (32.5%,) and the Vietnamese (31.5%).
Chinese entrepreneurs got significantly more money for
their business (27%) from family loans compared to the
Italians (22.3%) and the Sikhs (17.8%). Very little use was
made of government sources (5.4%) and loans from nonethnic groups (2.9%).

Problems Related to the Business
Environment
The results reported in Table 2 were produced by processing
data collected from a semiopen question in which we asked

entrepreneurs whether they thought Canada was a good
country for entrepreneurs, and why. Just 21.4 percent of the
respondents said Canada was not a good country for entrepreneurs, compared with 62.3 percent who said it was and
16.4 percent who were undecided. The following explanations are limited to the reasons for the negative perception.
We grouped the factors evoked into five categories, including four main categories; namely political, social, economic
and legal factors. Other factors were placed in a separate
category.
The table allows two main observations to be made. First,
a greater number of economic factors tend to be mentioned
by the respondents. Second, the problems experienced by
entrepreneurs are of various types. Three main problems can
be discerned: (1) high taxation rates (mentioned by 14.8% of
respondents); (2) rules and regulations (2.8%); and (3) the
limited size of the market (2.7%).

Problems Related to Business
Management
Using an open question, we asked respondents to list the four
main problems they faced.This approach proved to be more
appropriate than the traditional method, which consisted of
asking respondents to assess their perception of the importance of a range of predefined problems listed in the questionnaire.We based our approach on the hypothesis that ethnic entrepreneurs could face problems other than those generally reported in small business studies.
Codification of the responses allowed us to identify 107
types of problems experienced at start-up, and 117 types of
problems experienced at the time of the survey. For the pur-

Table 2. Problems Linked to the Environment
Political Factors

Social Factors

Economic Factors

Legal Factors

Other Factors

Types
Rules and
regulations

%
2.8

Types
Small
population

%
2.3

Types
%
Limited market 2.7
size

Types
Taxes

Types
Better in USA

%
0.9

Political
situation
unfavorable to
small business

1.9

Too much
bureaucracy

0.4

Low
purchasing
power

0.9

Unionism

0.7

Political
situation
unfavorable to
investment

0.4

Difficulties
keeping
competent
employees

0.3

High cost of
wages

0.9

Many obstacles 0.6

Economic
stagnation

0.9

Financing

0.9

%
14.8
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poses of our analysis, we divided the problems into 11 categories using the grid developed by Tepstra and Olson (1993).
We identified problems related to:
1. Business financing: Capital, investment, turnover, costeffectiveness, and costs
2. Marketing: Customer base, needs identification, advertising, pricing, customer service, customer solvability,
and payment collection
3. Human resources: Skills, wages, experience, manpower,
unions, and employee relations
4. Production: Supplies, transportation, suppliers, product
type and quality, maintenance, and technology
5. Strategic management: Location, risk management,
business survival and growth, and the search for information
6. General administration: Accounting, supervision, time
management, activity start-up, and product security
7. Networking and partnerships: Contacts, recourses, and
cooperation with partners
8. Institutional and legal environment: Laws, government
policies and procedures, taxes and income tax, technical standards
9. Social environment: Integration, discrimination, trust,
and communication
10. Economic and competitive environment: Rental costs,
economic situation, competition, purchasing power,
market size, and market trends
11. Other factors: Climate and luck
Table 3 presents the results obtained, followed by a selective commentary.

Problems Related to Businesses
Economic environment problems remain the dominant concern. Roughly 34 percent of the entrepreneurs surveyed
reported facing this problem. On the other hand, problems
related to networking were less frequently mentioned (by
only 3.5% of respondents).
A more in-depth analysis of the results (see Table 3)
allowed the various categories of problems to be divided into
three groups on the basis of the frequency with which they
were mentioned by respondents. The first group was mentioned by more than 25 percent of the entrepreneurs, and
includes problems related to economic environment
(32.7%), marketing (32.9%), human resources (26.9%), and
finance (26.5%). It therefore contains the dominant problems. Problems in the second group were mentioned by a
smaller, but still significant, number of businesses. In decreasing order of importance, the problems involved are those
relating to general administration (20.2%), institutional environment (18.2%), strategic management (12.7%), and production (11.1%).The third group includes all other types of problems, and applies to a fairly restricted number of businesses.
The problems relate to other factors (8.2%), social environment (5.3%), and networking (3.5%).
In looking at the findings across the different cities (Table
4), we notice that for entrepreneurs in Montreal, the biggest
problem encountered is not related to the economic environment but to marketing. The three biggest problems in
Montreal are related to marketing (40.6%), human resources
(33.9%) and economic environment (30.1%). In Toronto, problems are associated with economic environment (38.5%),marketing (30%) and finance (24.2%). In Vancouver, economic

Table 3. Problems Encountered by Ethnic Group
Total Sample

Comparaison by Ethnic Groups

Variables Analyzed

Frequency

%

Chinese

%

Italians

%

Sikhs

%

Jews

%

Vietna
mese

%

c2

Types of problems
encountered
- Finance
- Marketing
- Human resources

190
236
193

26.5
32.9
26.9

44
59
27

29.1
39.1
17.9

28
46
44

20.7
34.1
32.6

32
30
43

23.5
22.1
31.6

60
57
44

39.7
37.7
29.1

26
44
35

17.9
30.3
24.1

22.521***
11.973*
10.963*

- Production
- Strategic management
- General administration

80
91
145

11.1
12.7
20.2

16
19
27

10.6
12.6
17.9

16
19
23

11.9
14.1
17.0

12
6
19

8.8
4.4
14.0

22
32
47

14.6
21.2
31.1

14
15
29

9.7
10.3
20.0

2.968
19.238***
15.805**

- Networking
- Institutionnal Environment
- Social Environment

25
131
38

3.5
18.2
5.3

7
35
14

4.6
23.2
9.2

5
39
3

3.7
28.9
2.2

1
27
7

0.7
19.9
5.1

3
12
4

2.0
7.9
2.6

9
18
10

6.2
12.4
6.9

7.879
26.994***
10.164*

33.7
60
8.2
16
***:p
0.001
***:p≤0.001

39.7
10.6

37
10

27.4
7.4

55
1

40.4
0.7

45
21

29.8
13.9

45
11

31.0
7.6

9.108
17.903***

- Economic environment
242
59
- Other factors
*:p
0.05
**:p
0.01
*:p≤0.05
**:p≤0.01

PROBLEMS ENCOUNTERED

Published by DigitalCommons@SHU, 2006

BY

ETHNIC ENTREPRENEURS: A COMPARATIVE ANALYSIS ACROSS FIVE ETHNIC GROUPS 29

29

New England Journal of Entrepreneurship, Vol. 9 [2006], No. 2, Art. 1

Table 4. Difficulties Encountered by City
Analyzed variables

Total Sample
Frequency %

Montreal

%

Toronto

Types of problems
encountered
- Finance
- Marketing
- Human resources

190
236
193

26.5
32.9
26.9

69
97
81

28.9
40.6
33.9

63
78
61

24.2
30.0
23.5

- Production
- Strategic management
- General administration

80
91
145

11.1
12.7
20.2

27
32
57

11.3
13.4
23.8

31
29
57

- Networking
- Institutionnal Environment
- Social Environment

25
131
38

3.5
18.2
5.3

4
42
18

1.7
17.6
7.5

33.7
72
8.2
18
***:p
0.001
***:p≤0.001

30.1
7.5

242
- Economic environment
59
- Other factors
*:p
0.05
**:p
0.01
*:p≤0.05
**:p≤0.01

environment is also the main worry (32%). Marketing comes
second at 27.9 percent and finance comes in at 26.5 percent.
For the three cities, most problems are associated with economic environment and marketing. However, we only find
significant differences on three factors: marketing, human
resources, and general administration. On the marketing
level, Montreal is significantly higher than both Toronto and
Vancouver. On the human resources level, Montreal is also
significantly higher than Toronto and Vancouver.As far as the
general administration is concerned, again, Montreal is significantly higher than the two other cities.
Our results confirm those obtained by Tepstra and Olson
(1993) and allow us to put forward the provisional conclusion that the ethnic entrepreneurs targeted by our study do
not seem to face problems that are radically different than
those faced by other small business creators and entrepreneurs.

Conclusions
Although financing problems were the most apparent at
start-up, by the time of the survey the economic environment
had become the main concern for the businesses studied.
The results of our analysis revealed a dual phenomenon.
Compared to their situation at start-up, we observed that the
percentage of businesses facing problems related to financing, marketing, production, strategic management, everyday
management, networking, the institutional environment, and
the social environment had decreased by the survey date.
This can be explained by the effect of the experience curve
and by the improved ability of the businesses to survive. On

Comparaison by Cities
%
Vancouver

%

c2

58
61
51

26.5
27.9
23.3

1.378
9.916**
8.961*

11.9
11.2
21.9

22
30
31

10.0
13.7
14.2

0.432
0.861
7.419*

9
47
13

3.5
18.1
5.0

12
42
7

5.5
19.2
3.2

4.926
0.205
4.354

100
17

38.5
6.5

70
24

32.0
11.0

4.300
3.303

the other hand, the proportion of businesses facing problems
related to human resources and the economic and competitive environment (rental costs, economic situation, competition, purchasing power, market size, and trends) increased
considerably. This can be explained by the challenges
involved in pursuing a growth strategy.
The limited significant differences we observed tend to
show that the problems are relatively independent of entrepreneur gender and the location of the business. Although
the results differed slightly for certain elements from one city
to another, they suggest overall that entrepreneurs face a relatively similar range of problems, whatever the city, and that
those problems are fairly similar to those faced by entrepreneurs in general. An example is the perceived high level of
taxation, also reported among U.S. small businessowners
(Dennis 2000). However, to give more weight to our conclusions, we will have to extend our analysis to take into
account other factors such as education and experience,
country of origin, cultural status, length of residence in
Canada, and size of the business activity sector concerned.
The ethnic businesses in the sample did not seem to be
facing problems that were significantly different from those
faced by small businesses in general.There would seem to be
no immediate reason for recommending the development of
new programs or of programs aimed specifically at ethnic
entrepreneurs. However, we studied only those entrepreneurs who had established and were currently operating a
successful business.We did not study nascent businesses that
had not yet reached operational status or failed businesses—
the results of which might have been quite different from
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those of the current study. Further research is required to
examine this issue. We therefore suggest that given the
unique social and business dynamics that exist within the
ethnic communities studied, it is reasonable to suggest that,
to be effective, entrepreneurship support programs should
be directed through the networks of those communities.
This type of intervention strategy would require a partnership between the public authorities and each of the ethnic
communities concerned to allow the development of trust-

based relationships and the adjustment and flexible application of existing programs rather than the development of
new programs. This approach would also allow monitoring
systems to be set up to ensure more effective resource allocation and periodic adjustments to provide better support
for ethnic entrepreneurship and to take into account the
logic patterns of the groups concerned, especially where
they make a major contribution to the business dynamics of
their host society.
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Endnotes
1. Both immigrant and nonimmigrant ethnic entrepreneurs are included in our study, and we caution that the terms immigrant
and ethnic entrepreneur are not synonymous.
2.The three cities are the largest in Canada.The five communities were chosen so as to have big enough communities in all
three cities. Because of historical and cultural factors, the ethnic makeup of Montreal and Vancouver are rather different, and
important communities in one city are absent in the other. Most ethnic communities are well represented in Toronto.The
five communities chosen were strong enough in all three cities.
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Role Modeling as a Pedagogical Strategy in
Entrepreneurship Education for Women and Girls:
An Interactive Model of Transformational Learning
Jeannette Oppedisano
Kenneth Laird
his article presents a pedagogical model that utilizes students as primary researchers in the identification, interviewing, and then reporting on women
entrepreneurs as a major component of a multidisciplinary entrepreneurship course. The purpose of the course is
to attract students who may not be familiar with the entrepreneurship concept itself, the role of women in such economic ventures, or the possibilities for people like themselves in such a career avenue. Students are exposed to the
accomplishments of women entrepreneurs throughout U.S.
history in the broad categories of agriculture and mining;
construction; communication; manufacturing; service
(both for profit and not-for-profit); transportation; and
wholesale and retail trade. This content experience is then
enhanced by the students’ own direct interaction with and
interviewing of women entrepreneurs. The implementation, potential outcomes, and possible adaptations of the
course are described, and this transformational learning
process model is illustrated.

The theoretical underpinnings of this article are derived
from a grounded theory process (Figure 1) as applied to educational research about classroom teaching; that is, establishing a research situation using observation, conversation, and
interviewing; coding and comparing data gathered; observing
what emerges and helping people make sense of their experiences; writing about these exchanges; and analyzing the
results to better understand the patterning within this social
network situation (Goulding 2002; Strauss and Corbin 1990).
Such a methodology provides flexibility that enables both
the students and the teacher to build theory about what

The assessment, consideration, and viability of creating an
organization as a career option can be influenced through various educational strategies. According to researcher Nancy
Carter and her colleagues,“Individuals can be taught knowledge, skills, and behaviors to improve their effectiveness in
the tasks necessary for business creation…[these] may have
more of an impact on an individual’s choice of starting a business than any assumed innate desire” (2003, p. 17).
However, many individuals who have the potential to initiate organizational entities that could have economic impact
may not do so because they have no knowledge of, or have
not interacted with, people “like themselves” in such roles
(Burke and McKeen 1990).This is particularly true for women
and girls. Although there is some academic debate over the
extent of role model influence in entrepreneurial decisionmaking (Carter et al. 2003, 2002; Rae and Carswell 2000), few
question its contribution.Thus, first discussed is the rationale
for a course on women’s multidisciplinary entrepreneurship
that has interactive role modeling as a foundational element
so that the perception and viability of entrepreneurship by
and for women and girls considering careers in various disciplines can be positively impacted. Second, a model is presented based on this interactive relationship exchange.

GENERALIZING LESSONS LEARNED

T

STORYTELLING
About and By Women Entrepreneurs in
Synergistic Exchange

Teacher, Students, Entrepreneurs

DEVELOPING PRELIMINARY MODELS
Teacher and Student Researchers

BUILDING THEORY
Quantifying, Measuring, and Predicting
Behaviors
Teacher and Student Researchers
Figure 1. Grounded Theory Building Process
in Entrepreneurship Education
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evolves from the combination of these experiences.Thus, in
one set of circumstances, the results may reflect entrepreneurial activity, yet, in another, student learning.
Students take “storytelling” about and by historical and
current practitioners and combine this with a distinct
exchange between participating entrepreneurs and the students to create an enhanced understanding of the entrepreneurship career decision-making process and choice.
Emergent behavioral outcomes and the lessons learned from
these narratives are noted. From such a perspective, we built
a preliminary model representing the relationship between
the practitioner/entrepreneur, the students, the teacher, and
our combined overlapping environments based on the key
constructs of role modeling/mentoring, storytelling, and
social capital (Figure 2).

KEY CONSTRUCTS
Role Modeling

Mentoring

Women’s Multidisciplinary
Entrepreneurship Course Rationale
Female Invisibility
Kourilsky and Walstad (1998) surveyed U.S. teens between
the ages of 14 and 19 and found that females were less confident in their abilities and significantly less likely to want to
start a business. Research published by Simmons College and
supported by Committee 200, an organization of women
business leaders, uncovered the perception of teenage girls
that business is a “guy thing.” Marlino and Wilson, authors of
this research, articulated their most “striking finding” in terms
of a glaring contrast:“[D]espite teen girls’ significant economic participation, the power of business as a force for economic and social change remains invisible to them” (2002, p. 3).
In fact, many of the surveyed teen women labeled business

EXCHANGE AGENTS

RECIPIENTS

TEACHER

STUDENT

FEMALE
ENTREPRENEUR

FEMALE
ENTREPRENEUR

STUDENT

TEACHER

Narrative Interpretation

Social Capital

EMERGENT BEHAVIORAL OUTCOMES
• Change in Knowledge
• Change in Perception
• Change in Skills
•

Change in Behavior

Figure 2. A Conceptual Model of Transformational Learning in Entrepreneurship Education
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careers as “boring and stressful…[and] a male domain” (p. 4).
The researchers go on to report that they “found few role
models of businesspeople in the media, and even fewer of
women in business” (p. 5). This minimization of women’s
entrepreneurial contributions was also noted in Brush’s 1997
review of the Harvard Business cases where women were the
decision-makers in less than 10 percent of the relevant cases.

Media Visibility
The lack of media visibility of entrepreneurial role models
has been confirmed in other research as well. Henderson and
Robertson (1999) surveyed 138 young people between the
ages of 19 to 25 in the United Kingdom.When asked to identify an entrepreneur, they most commonly cited Richard
Branson (Virgin Airways), Anita Roddick (Body Shop), and Bill
Gates (Microsoft). When asked specifically to identify media
or literature personages who ran their own businesses, they
most often identified soap opera characters. From the overall
survey results, the researchers concluded that “young adults
do not know enough entrepreneurs, are not aware of their
work, [and] receive variable messages from media about business in general” (p. 7). Walstead and Kourilsky (1998) emphasized the importance of entrepreneurial visibility finding that
“. . . black youth are at a disadvantage relative to white youth
because they are significantly less likely to know a person
who runs a small business.” They concluded,“Ways need to
be found to give black youth more opportunities to interact
with entrepreneurial role models and to offer greater personal encouragement for becoming entrepreneurs” (p. 17; see
also Ede et al. 1998).
This invisibility was articulated by many of the women
interviewed for a Historical Encyclopedia of American
Women Entrepreneurs 1776 to the Present (Oppedisano
2000). As the women told their stories, they would note that
they had few, if any, role models; that they had difficulty getting into the “right networks”; that business plans often
came later in the growth of their organization; that money
was “tough to come by”; and that most had not thought of
themselves as entrepreneurs—that the correctness of this
label only “dawned” on them after they learned what the
characteristics were.This was true whether they were small
businessowners or ran a large corporation. Some confessed
that they felt honored by having such an acknowledgement
of their work. Sadly, many had felt isolated and alone in the
pursuit of their venture but doggedly determined to move
forward.
But why should it matter to college and university faculty
whether teens or women know or care about entrepreneurship or business education? The answer is straightforward
and a bit self-serving. They are our “seed corn”—a critical
component of our “feeder stream.” Since the majority of college students are female, we need to increase their interest

in what we have to offer and in what we know to be viable
career options.
The combination of research and anecdotal evidence
affirms this lack in higher education.The question of innovative methodology to correct and to be more inclusive in our
entrepreneurship education programs must be raised. If we
accept the premises that girls and women do not generally
feel that business is a career avenue for them, that networks
are valuable but not always accessible, that perception is reality, and that access opportunities to role models who could
alter these perceptions are few and far between, then what
pedagogical strategies can be implemented to change this?
The key theoretical constructs proposed in this work to
address this question are role modeling/mentoring, story
telling, and social capital.

Conceptual Model and Key Theoretical
Constructs
Role Modeling
Whether we look at high school students or women in other
stages of their life cycle, the importance of role models is
reinforced. Using the concept of “significant other” to identify role models, Saltiel (1985) applied the Wisconsin
Significant Other Battery (WISOB) to ascertain the sources of
influence for 142 female and male high school students.
Questions such as, “Who do you know who has had any of
the kinds of jobs you have thought about?” and “Who do you
know who is like you in being suited for the same kinds of
work?” were posed. There were “sharp differences between
males and females in the likelihood of selecting same-sex others as achievement models” (p. 1071). Saltiel concluded that
women had fewer achievement role models, which only
served to reinforce occupational sex segregation.
Basow and Howe (1980) wanted to evaluate the influence
of role models on career choice of college students ranging
in age from 19 to 23 years.They used the definition of “someone whose life and activities influenced the respondent in
specific life directions” either positively or negatively (p. 559).
They found that “females appear to be influenced by models
of both sexes . . . [but] more influenced than males by mothers and female friends” (p. 566). Furthermore,“female models
are particularly important for female college students in their
career decisions” (p. 571; see also Elzubier and Rizk 2001;
Katz 1993; Schindehutte, Morris, and Brennan 2003.)

Mentoring
According to researchers Bolton (1980), Burke and McKeen
(1990), Levinson (1978), Nelson and Quick (1985), and Noe
(1988), role modeling is one of the basic tenets of the mentoring process; some of its aspects are teaching/learning,
advising/coaching, career development guidance, and psychosocial benefits such as being a barometer of experiences
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unique to women. More recently, Shea (1995) defined a mentor as “anyone who has a beneficial life- or style-altering effect
on another person, generally as a result of a personal one-onone contact. One who offers knowledge, insight, perspective,
skills, or wisdom that is helpful to another person in a relationship which goes beyond duty or obligation” (p. 3).Thus,
we can look to this body of research to further understand
the value inherent in even the somewhat abbreviated pedagogical interactions between entrepreneur and student of
this course design.
In Mentoring in Organizations: Implications for Women,
Burke and McKeen (1990) reported benefits to both the
female mentors and female protégés: “Mentors who served
greater role model functions were more likely to be seen as
more satisfied in their jobs, as higher performers . . . and more
successful in their careers . . . [they] had a greater impact on
career aspirations of their protégés and performed more psychosocial functions” (p. 325; see also Noe 1988).
Protégé benefits include acknowledgement of, and alleviation strategies for stressors unique to females such as family/career conflicts, societal expectations and sex discrimination, career isolation, and lack of access to financial support
(Burke and McKeen, 1990; Nelson and Quick 1985),
increased self-efficacy (Hollingsworth and Fassinger 2002)
and access to information networks (Dreher and Ash 1990).
Since “protégé” is “student” in this course, another benefit is
that,“Receiving factual information and observing women in
executive and leadership positions [help] to reduce the gender bias that seems to permeate the minds of male students
in the management area” (Butler 1997, p. 95).The importance
of the concept of linking women role models to women students is supported by the research of Armstrong, Allinson,
and Hayes (2002).They found that:
Protégé perceptions of mentor idea generation . . . correlated significantly with the degree to which they perceived themselves to be similar to their mentors with
respect to personality . . . approaches to work . . . social
attributes . . . and communication skills. . . . Mentors
reporting greater mentor-protégé similarity also reported
providing more career development . . . and psychosocial
functions. . . . The more similar to themselves mentors
perceived their protégés to be, the more they liked them
. . . and, likewise, the more similar to themselves protégés
perceived their mentors to be, the more they liked them,
too. . . .” (p. 1128).
Additionally, mentor benefits include having a sense of
“giving back” that feeds a basic philanthropic tendency of
women, professional satisfaction in being recognized as an
innovator/leader, and in influencing the careers of the next
generation (Erikson 1963; Sheehy 1976), and personal satis-

faction in being honored by an attentive audience. From the
students, the entrepreneurs can gain a new perspective on
their organizations, decisions, strategic direction, and contributions to society.
Thus, increasing access to appropriate entrepreneurial role
models changes perception of business and what it takes to
be successful in this career path, permits learning about and
interaction with those who have “done it” and “look like me,”
realigns perceptions of possibilities, encourages networking,
and corrects recorded and oral history about women’s contributions to economic progress. These outcomes are likely to
lead to more positive economic impact for self and others
being achieved by diverse girls and women.

Narrative Interpretation
The next key construct for successful implementation of the
pedagogical strategy was that of “story-telling” or narrative
life stories.
Narrative interpretation in entrepreneurship education is
an epistemological approach advocated by Rae (2000) and
other educational methodology researchers (Atkinson 1998;
Steyaert and Bouwen 1997).“People learn ‘who they can be,’
construct stories of ‘who they want to be,’ and work toward
enacting their storied identity. In this sense, ‘learning is
becoming,’ not only retrospective and experience-based but
a future-oriented thinking process of creating a prospective
reality” (p. 149).These narrative exchanges not only provide
insights for the students, they also enlighten the entrepreneur, herself, as she “hears” her own responses to the questions, consciously making the time to discuss reflectively her
efforts and accomplishments to date, and muses on her continuing dreams/visions for her professional and personal
future.“The subjective experience of entrepreneurs, recounted in their own words through their life stories, has a fundamental role in enabling us to explore their learning process”
(Rae and Carswell 2000, p. 221). This interactive exchange
between student and entrepreneur provides invaluable information, inspires confidence (Hills 1988; Johannisson et al.
1998; Raffo et al. 2000) and assists in the development of student social skills, a primary component of their social capital.
To increase understanding of the qualifications required of
an entrepreneur, specifically a female entrepreneur, students
are first exposed to what entrepreneurial women have historically accomplished. This sharing of life stories is carried
out through assigned and recommended readings, viewing
and discussion of videotapes, exploration of websites, listening to lecture content, analyzing case studies, and interacting
with guest speakers who are female entrepreneurs.

Social Capital
Social skills consist of a person’s ability to understand others,
to read their nonverbal communication accurately, to under-
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stand their emotions, to control one’s own emotions, to
speak fluently and correctly, and to publicly present one’s
self well.This course is designed to enable students to work
on these personal skills through the contact and interviewing of the entrepreneurs, the formal presentation of their personal research, the class discussion of the material covered,
and the regular analysis and critiquing of what is going on in
this classroom setting.
The social skills factors also contribute to a person’s social
capital. According to DeFillippi and Arthur (1998), “human
and social capital . . . form a self-reinforcing cycle of career
competencies that propel a person . . . social skills are a
direct component of human capital, as well as a means
through which new social capital is accumulated” (p. 135).
Baron and Markman have added that,“social capital refers to
the actual and potential resources individuals obtain from
knowing others, being part of a social network with them, or
merely being known to them” (2003, p. 109). Having social
capital leads to social competence and also contributes to
social adaptability. These skills are developed in the course
through multiple strategies; for example, students are
required to make “cold calls” on women entrepreneurs located anywhere in the United States to request their participation in the research.They need to be able to establish credibility, persuade the entrepreneur, elicit open and complete
responses, and be flexible to the entrepreneur’s needs. The
participating entrepreneurs then become part of the students’ social network, a factor that is particularly helpful in
career success (Aldrich et al. 1987; Baker 2000; Haslam et al.
2003; Kanter 1983; Moore 2000; Raffo et al., 2000; Seidel et al.
2000). “Networks represent ‘social capital’ through which
other forms of capital—including reputational and intellectual capital—are attracted” (Arthur, Claman, and DeFillippi
1995, p. 8).

Conceptual Model
The key constructs of the proposed transformational learning model in Figure 2 are role modeling, mentoring, narrative
interpretation, and social capital. These bounded concepts
have an influence on the exchange agents—the teacher, the
female entrepreneur, and the student—as they interact, and
the recipients of this process are the student, the female
entrepreneur, and the teacher. The results of this collective
interaction are emergent behavioral outcomes: change in
knowledge, change in perception, change in skills, and
change in behavior.

Methodology
Women and girls need to learn the same business skills as
men and boys; that is, finance, strategic planning, human
resource management, accounting, etc. Sufficient opportunities in small business and entrepreneurship courses already

exist that teach the fundamentals of initiating a business. Not
available was a program for women that specifically focused
on how they could consider the possibility of an entrepreneurial venture in specific fields of interest to them. Most
women who want to pursue art, music, theater, education,
science, nursing—even business—have not been encouraged
to consider initiating an organization in their field of interest.
Yet, there is an imperative need for many of them to do so
because of the economic stimulus this potentially provides
to our economy and because of the inherent personal and
professional benefits derived from such pursuits.
Exacerbating this problem of limited career considerations is
the lack of knowledge about, and interaction with, female
entrepreneurial role models who, by virtue of their accomplishments and willingness to encourage others to follow,
would stimulate the consideration of this career avenue.
The challenge was given to develop a course where this
could be addressed; however, we could not find a suitable
textbook; available publications only acknowledged women
and people of color as a “recent phenomena” in the field of
entrepreneurship—obviously referring to the Civil Rights
and Women’s Movements of the sixties and seventies as the
stimuli for such ventures. The reality of women’s historical
accomplishments and contributions had been ignored. But
even with a text, the question remained: How could students
become actively engaged in learning about women’s entrepreneurial accomplishments and, perhaps, encouraged to
become entrepreneurs through a pedagogical process? From
this perspective, a course model was developed following
this design.

Intent
The intent of the program is to actively engage students in
the learning/research process about women’s entrepreneurship. The first goal was to establish a course on women’s
entrepreneurship that was inviting to students in all disciplines, that provided sufficient content on the subject to
establish a correct history of women’s economic contributions through new ventures, and that initiated sufficient contacts with female entrepreneurial role models to encourage
students to pursue this type of venture in their chosen field
should they so desire. Second, was to facilitate faculty and
student collaborative research and publishing in this area.
Third, was to begin the process of establishing a passwordprotected website containing the primary and secondary
research of the faculty and students for facilitation of the pedagogical strategies. Fourth, was to develop an in-house library
of research-generated and purchased materials such as databases, videotapes, audiotapes, articles, and case studies that
would be available to students, researchers, faculty, and community partners who would like to do research or teaching
in this subject. Last, was to participate in boundary-spanning
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collaborative relationships with other educational institutions, government agencies, foundations, businesses, and the
community to further the advancement of girls’ and women’s
economic independence.

Methods
Methods chosen include student identification, contact, interviewing, writing about and presenting their research on
women entrepreneurs in the student’s field of interest (in
addition to standard pedagogical techniques of lecture,
video, case study analysis, etc.).

Results
The results of the program have included a rigorous learning
environment within which the student outcomes are written
papers, formal presentations, entries into a web-based database, an expanded understanding of the entrepreneurial venture, and a network of those who share entrepreneurial interests. For the faculty member, the outcomes are a satisfying
teaching experience, enthusiastic student responses,
increased program visibility, publishable material, and an
increased network of entrepreneurial women. For the participating entrepreneurs, the outcomes are personal satisfaction
with having contributed to an important learning and
research experience, expansion of student contacts that may
lead to future hiring, feedback on the path they have chosen
and the decisions they have made.

While the strategies outlined in this article were originally
designed for undergraduates, the model can be easily modified for graduate students and other educational levels which
will be explained below.

Women’s Multidisciplinary
Entrepreneurship: Pedagogical
Underpinnings and Process
The course is a historical and sociological examination of the
multidisciplinary entrepreneurial accomplishments of women
from 1776 to the present in the broad categories of agriculture
and mining; construction; communication; manufacturing;
service (both for profit and not-for-profit); transportation; and
wholesale and retail trade. Clegg and Ross-Smith (2003)
encourage such a framework by advocating the concept of
phronesis in management education; that is, following the
Aristotelian philosophy of practical wisdom. They challenge
us to create “a discipline that is pragmatic, variable, context
dependent, based on practical rationality, leading not to a
concern with generating formal law-like explanations but to
building contextual, case-based knowledge” (p. 86).
Entrepreneurship is a field that provides such a context.

In this course, women’s entrepreneurial contributions to
U.S. and global economies is assessed through the critical
lens of the social, political, and legal constraints within which
they lived [Figure 3; see also Hebert and Link (1988) on the
importance of historical context in entrepreneurship studies]. The women studied have initiated organizations such as
the St. Luke’s Penny Savings Bank (Maggie Lena Walker), King
Broadcasting (Dorothy Bullitt), Mrs. Baird’s Bakeries (Ninnie
Baird), Christian Science Association (Mary Baker Eddy),
Stinson Aviation Company (Katherine Stinson), Martha
Graham School of Contemporary Dance and the Batsheva
Dance Company (Martha Graham), Medical Graphics
Corporation (Kye Anderson), the White Dog Café (Judy
Wicks), Alvarado Construction Company (Linda Alvarado),
Frieda’s (Frieda Caplan), La Mama (Ellen Stewart), and Harpo
Productions (Oprah Winfrey).

The Significance of a Multidisciplinary
Approach
Implementing a multidisciplinary strategy encourages crosslisting of courses, interaction, and cooperation with more
diverse colleagues on and off campus, plus community participation and support through the involvement of the entrepreneurs and agencies that support small business creation
and development. Additionally, for our colleagues in disciplines other than business, the term “interdisciplinary” connotes a merging or “melding” of the fields that is often seen
as decidedly negative when, for example, liberal arts colleagues hear the term “business.” On the other hand, the
term “multidisciplinary” acknowledges that women have
been entrepreneurial no matter what their field of endeavor
and that entrepreneurship is not simply a business study or
for-profit exploration. In fact, the term is much more “inclusive”and welcoming to those not schooled in traditional business courses and includes the nonprofit sector—one not
included in courses on entrepreneurship until very recently
and even now, not frequently.
Entrepreneurship educators have much to learn from the
other disciplines according to researchers in both the United
States and the United Kingdom. DeFillippi and Arthur (1998)
explored the artistic career implications of the film-making
industry and its tangential businesses where project-based
enterprises and “shifting combinations of human and social
capital” are the norm. They suggested that strategic management theory needed to “incorporate a dynamic, multicommunity perspective into the mainstream of its ideas”(p. 137).Two
other aspects of the arts arena, dance and drama, provided the
backdrop for Charles Jackson’s (1996) research into boundaryless patterns in career development and management (see
also Moore 2000.) His key findings comprise an activities list
for entrepreneurs: working-to-get-work including networking,
managing a variety of work, working inside and outside the
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organization, having perseverance and being resilient, making
occupational shifts, and engaging in secondary occupations.
Then he affirmed that some of the entrepreneurial possibilities in this industry such as initiation of theaters, projects, and
production organizations might lead to “sustained employment opportunities. . . .”(p. 623).The conclusions suggested by
DeFillippi and Jackson have been affirmed by women entrepreneurs in the entertainment field such as the notable
Blues/Jazz singer, Bessie Smith, who had an entourage of more
than 40 black people in her traveling production company—
an amazing accomplishment for a “Negress” since segregation
was alive and well, and there were few employment opportunities for African Americans in the early part of the 20th century (Albertson 1972).

Discussion and Significance of the
Pedagogical Model
Students as Primary Researchers
To ensure that both traditional business and multidisciplinary
students would be active in their learning process, several
strategies are employed. First, the students are required to
take individual responsibility in identifying interesting
women entrepreneurs.Then they must make the contact to
arrange an interview; for some, this is an easy task; for others,
daunting. Initially, it is difficult to convince students that they
should be able to achieve their goal using a modification of
the six-degrees-of-separation concept. For example, one student admired a famous woman who had founded a manufacturing and marketing firm in New York City, but the student
was too intimidated to try to contact her. Once “pushed” to
experiment with the philosophy of the six-degrees-of-separation, she called the main phone number and began a conversation with the receptionist. The student’s enthusiasm, her
explanation of the course concept, and her admiration for
the CEO led this receptionist to give the student the phone
number of the CEO’s personal assistant (PA). This student
impressed the PA and within just a few weeks was personally interviewing one of her favorite personages—a success
after only three “degrees.” Another student used her family
network to access a female founder and CEO of a newspaper
publishing firm in the Northwest. This took four contacts.
Through the interview with the entrepreneur, the student
learned the skills needed in newspaper writing and the complexity of start-ups in an ethnic publishing niche. Both students got to hear “firsthand” about the difficulties in managing both a business and a family life when a woman is
involved in a highly competitive industry.
Students identify women entrepreneurs, contact them,
obtain releases (see Figure 4), and then establish the time and
place of the interview.The students conduct themselves and
their research inquiry of the women entrepreneurs in accordance with the Oral History Association Guidelines

(http://www.dickinson.edu/oha/EvaluationGuidelines.html)
to ensure ethical behavior including respect for whatever
that entrepreneur may share at the moment but may not
want included in the documentation.To assure uniformity of
research data gathering (Figure 5) when the students are conversing with the subject person, a general format was
designed.They also record the interview either via videotape
or audiotape. This ensures content accuracy rather than
reliance on recollection for both the student and the entrepreneur. It also provides an archival library of resources for
many possible future uses such as the development of case
studies, use of excerpts in class discussions, and continuing
research on particular entrepreneurial questions; for example, how was the start-up funded? How do they define success? Was there an entrepreneurial lineage? Following the
interview process, the students write up their work in
research paper format, present their findings to the class, and
enter their data in a research website database.
Among the benefits of undergraduates becoming primary
researchers is that, in learning and applying this skill, they
oftentimes create symbiotic relationships with the women
entrepreneurs interviewed. The method that occasions this
beneficial relationship result is rather ordinary—that is, a
conversational exchange.

Conversational Learning
The experiential literature provides us with a deeper understanding of the value of conversational exchange in the learning process. D. Christopher Kayes pointed out,“As individuals
engage in conversation, they confront a combination of personal and social dilemmas that become the raw material for
learning” (2002, p. 147). Thus, having students engaged in
conversations with entrepreneurs, particularly through the
interviewing process, and then having them write up and
present these stories for understanding, analysis, and constructive critiquing,“introduce proximity of knowledge sharing, aid in making connections between personal and social
knowledge, and organize experience in meaningful ways
[that] lead to management learning” (p. 146; see also Arthur,
Claman, and DeFillippi 1995; Baker, Jensen, and Kolb 2002;
Klein 1998). Experiences, contacts, and exchanges are provided that enhance students’ social capital through the interactive role modeling developed in this course and can be represented as an interactive model of transformational learning
(Figure 2).

Social Capital as Social Synergy in
Entrepreneurship Education
Because of the close personal contact between students and
entrepreneurs and the inherent synergy of their combined
social skills, this course model creates value for all involved
(see Figure 1). For example, one undergraduate, a very shy
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Women’s Multidisciplinary Entrepreneurship
Faculty Name
Office Location:
Office Hours:
Phone:
E-mail Address:
DESCRIPTION: This course provides a historical and sociological examination of the multidisciplinary entrepreneurial
accomplishments of women from 1776 to the present in the broad categories of agriculture and mining; construction; communication; manufacturing; service (both for profit and not-for-profit); transportation; and wholesale and retail trade.Their contributions to the U.S. and global economies will be assessed through the critical lens of the social, political, and legal constraints within which they lived.
COURSE OBJECTIVES: Upon active participation in, and completion of, this course students will be able to:
1.
Define entrepreneurship, historiography, and social science as well as to identify examples of research methodologies
appropriate to these areas.
2.
Understand how history and sociology complement each other and also how the researchers and authors in these
areas may contradict one another.
3.
Describe the entrepreneurial framework and explain the types of organizations that are associated with these
categories.
4.
Identify American female entrepreneurs in each of the categories and explain why they would be classified as such
including constraints that would be unique to their historical, economic, ethnic, religious, or legal situation.
5.
Conduct an oral history of two female entrepreneurs and effectively document and verify these stories in written
reports of 10 pages each.
6.
Enter this data on the women's entrepreneurship website.
7.
Make a professional presentation of the story of their selected female entrepreneurs to the class.
8.
Actively participate in group and class discussions of all assigned material.
9.
Communicate effectively in both internal and external settings.
REQUIRED TEXTBOOK: Oppedisano, J. (2000). Historical Encyclopedia of American Women Entrepreneurs 1776 to the
Present. Westport, CT: Greenwood Press.
Suggested additional text:
Moore, D. (2000). Careerpreneurs: Lessons From Leading Women Entrepreneurs on Building a Career Without Boundaries.
Palo Alto, CA: Davies-Black Publishing.
WEBSITE of the Oral History Association: http://www.dickinson.edu/oha/
REQUIRED ACCESS: All students must be available on E-Mail (electronic mail).
REQUIRED ATTENDANCE: Class attendance is MANDATORY; for EACH THREE UNEXCUSED absences, your OVERALL letter grade will be REDUCED by ONE.
TEACHING METHODS: Lecture, group discussion, experiential exercises, case discussion, student presentations, guest speakers, and utilization of various technologies.
EVALUATION METHODS (Otherwise known as Grading):
Class Participation
20%
Written Oral Histories (25% each)
50%
Grammar, punctuation, spelling, etc. are part of
Two Presentations (15% each)
30%
the grade.Also, use gender-inclusive language.
TOPICAL OUTLINE (Fall Scheduling):
Sept. Introduction to the Course; Syllabus/Grading Review; Intro video
Sept. Purpose and Value of Historical Context; Research Methodologies for History and Sociology
Sept. Agriculture and Mining Industries:
Vera Duss
Freda Ehmann
Frieda Caplan
Clara Brown
Harriet Strong
Eliza Pinckney
Sept. Communication Industries (includes all forms of media):
Linda Ellerbee
Sara Miller McCune
Dorothy Bullitt
Rachel Bell
Amelia Bloomer
Assunta Ng
Mary Seymour
Gloria Steinem
Martha Stewart
Oprah Winfrey
Oct.
Construction Industries:
Pilar Dexter
Elsie de Wolfe
Linda Alvarado
Marilynn Cooper
Mary Emery
Julia Morgan

Figure 3. Sample Syllabus
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Oct.

Oct.
Oct.
Oct.

Nov.
Nov.

Nov.
Nov.

Dec.
Dec.

First Oral History Paper is due.
Manufacturing Industries:
Beatrice Behrmann
Catherine Anderson
Lisa Arnbrister
Harriet Ayer
Patricia Billings
Martha Coston
Bette Nesmith Graham Lore Harp
Catherine Hinds
Amanda Jones
Maria Martinez
Nancy Mueller
Josie Natori
Margaret Rudking
Lillian Vernon
Madam C. J.Walker
Transportation Industries:
Rebecca Lukens
Helen Schultz
Emma, Katherine, & Marjorie Stinson
First Oral History Presentations
Service: For-profit Organizations (includes Finance, Insurance, & Real Estate; Health Services; Hotels, Rooming
Houses, & Other Lodging Places; Personal & Business Services; Restaurants & Food establishments:
Elizabeth, Hannah, & Monique An
Hattie Moseley Austin Anne Beiler
Fe Mondragon
Lydia Pinkham
Susan Feniger & Mary Sue Milliken
Rebecca Shahmoon Shanok
Muriel Siebert
Maggie Lena Walker
Judy Wicks
Guest Speaker(s)
Service: Non-profit Organizations (includes Art, Dance, & Theater; Educational Services; Philanthropy; Religious
Organizations; Social Service & Advocacy Organizations:
Jane Addams
Clara Barton
Mary McLeod Bethune
Elizabeth Blackwell
Martha Graham
Katherine Drexel
Henriette Delille
Joline Godfrey
Mary Baker Eddy
Clara Hale
Lucy Laney
Juliette Low
Aimee Semple McPherson
Susan La Flesche Picotte
Ellen Stewart
Thanksgiving Break
Wholesale and Retail Trade Industries:
Mary Kay Ash
Ninnie Baird
Bobbi Brown
Abigail Dunaway
Joyce Eddy
Mary Engelbreit
Debra Fields
Lisa Hammond
Maria Ibanez
Amanda Jones
Elizabeth Keckley
Debra St. Clair
Dawn Wells
Second Oral History Paper is due.
Course Evaluations and Wrap-up
Second Oral History Presentations

STATEMENT on ACADEMIC INTEGRITY
All violations of principles of academic integrity (e.g., plagiarism, cheating) are to be reported promptly and dealt with
in accordance with established policies and procedures of the University. Students should make sure they understand the
high value we place on honesty, cooperation, and consideration, and the penalties the university imposes for infractions
in these areas.
ACCOMMODATING STUDENTS with DISABILITIES
If you need course adaptations or accommodations because of a disability, if you have emergency medical information or need
special arrangements in case the building must be evacuated, please make an appointment with a Disabilities Resource Office
staff member who will then work with me to make the necessary adjustments.
EXPLANATION of PRESENTATION ASSIGNMENTS
1.The use of Power Point is required.
2.Total presentation time is FIFTEEN minutes.
3.The class will have five minutes to ask questions and constructively critique the presentation.
NOTE: At the BEGINNING of class on the day of presentations, a hard copy of the slides must be given to
[insert professor’s name] before the presentation begins.
4.Your presentations will be videotaped for your personal, constructive critiquing.They will be on reserve in the library
AV resource room.
5. Professional dress is required.

Figure 3. Sample Syllabus cont.
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female student majoring in chemistry, interviewed a woman
who had started a very successful cosmetic manufacturing
and sales corporation.This CEO recognized the intelligence,
sincerity, and gentle personality of this student, and not only
gave her much personal time for the course interview via
phone and email since one was in New York State, the other
in Colorado, but also encouraged the student to keep in
touch with her while pursuing the doctoral degree because
there could be a future employment opportunity. Such a successful exchange has even opened the possibility to this student of opening her own business at some time in the future,
a path she affirms she never would have considered prior to
taking this course. Other benefits to the protégé and role
model/mentor were discussed earlier.
Such interactive relationships contribute to planning what
Arthur, Claman, and DeFillippi (1995) refer to as an intelligent
career. This process of knowing why, knowing how, and
knowing whom are clearly evident in the interactive model.
When students conduct the interviews, they are learning
about the culture of a particular industry and organization,
the beliefs and values of the founder, and the additional complexities involved because of the competing personal and
professional demands—the knowing why. Through this “discrete exchange,” students also learn how the skills to be successful entrepreneurs were obtained, and, perhaps even
more importantly, what the entrepreneurs learned from their
unsuccessful ventures—the knowing how. Knowing whom

refers to the social and professional networks that are critical
for career success. Having students personally involved in the
primary research with women entrepreneurs expands not
only their network of contacts but also enhances their belief
in the ease of gathering such contacts and the value that they
provide. The interpersonal effectiveness of the students has
been enhanced.
This action learning is stimulated by the transformational
dialogues that take place between the entrepreneur, the student researcher, and then through the interrogative exchange
when the student makes her/his presentation.This model is
congruent with the three strategies for effective action learning proposed by Myeong-Gu Seo (2003). In developing trust
and friendship as well as connecting with emotion through
the conversational process with the subject entrepreneurs,
students are “upbuilding” positive affect. According to Seo,
“positive affects not only facilitate approaching and exploring behaviors by broadening a person’s thought-action repertoire, but also directly correct or undo the defensive effects
of negative emotions” (p. 14).The kinds of negative emotions
often experienced by students are the embarrassment of contacting people they do not know, the fear of making presentations, and the trepidation of taking the kinds of substantial
risks they believe are inherent in entrepreneurial ventures. Acknowledging emotions as a valuable and dynamic
component in learning is of particular importance to
women since they have been discouraged from both the

TO WHOM IT MAY CONCERN:

By my signature below, I am authorizing ____________________________________ and/or
[Faculty Name] to write about me and my business(es)/organization(s) from information gathered in the
course of conversations, interviews, email communication, and faxes. I authorize publication of these materials and any others that I may provide to them (such as pictures, data, etc.) with an understanding of confidentiality as appropriate. I also authorize them to use any audio or videotaped material or photographs for educational purposes such as viewing in class, but only after I have previewed the tape/photographs and authorized what was to be included.
Name:

____________________________________________________________

Signature:

____________________________________________________________

Title:

____________________________________________________________

Organization(s):

____________________________________________________________

Date:

____________________________________________________________

Figure 4. General Release Form
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use of the term and from emoting in the work setting.
A second strategy Seo proposed was leveraging opposing
forces.“Less powerful actors may also need to consider ways
to increase their bases of power and influence . . . to bring
more powerful . . . coalitions to the table of conversation and
learning” (p. 16). Certainly being able to meet, interview, and
network with powerful women entrepreneurs conditions
the student researchers to be able to understand the importance of power, the significance of influence, and the paths
used by the entrepreneurs to acquire both. This interactive
role modeling also demonstrates the “knowing” why, how,
and whom as lived by these women.
Bringing in external legitimacy is the third of Seo’s strategies for action learning. By having students contact, interview, and report on women’s multidisciplinary entrepreneurship ventures professional and institutional externalities are
naturally included in this internal educational process.This is
enhanced by the female entrepreneurial speakers the professor invites into the classroom and into larger forums. The
interactive model incorporated into this course is a transformational learning process because it helps “students understand the complex political and economic processes in
[entrepreneurial] organizations . . . [and enables] them to
reflect, experiment, and enact what they learn . . . in real-time
settings” (p. 18).
The combination of these strategies feeds into what Argyris
(2002) calls social virtues in his work on creating new learning experiences.The specific transformational learning design
of the Women’s Multidisciplinary Entrepreneurship course
incorporates a number of his tenets:
[Increasing] others’ capacity to confront their ideas, to
create a window into their minds, and to face their
unsurfaced assumptions, biases, and fears by acting in
these ways toward other people; attributing to other
people a high capacity for self-reflection and self-examination . . .; advocating . . . inquiry and self-reflection . . .;
encouraging yourself and other people to say what
they know yet fear to say . . .; advocating . . . principles,
values,and beliefs in a way that invites inquiry into them
and encourages other people to do the same (p. 217).

Adaptability of the Course for Other
Educational Levels
At the undergraduate level, students are still exploring different fields in which they may be interested. At the graduate
level, students are much more likely to have identified their
major field of interest. At this level students would identify
and interview three or four entrepreneurial women in that
particular field and report back to the class.This will enable
them to secure a network of role models relevant to their
chosen career pursuit. In both circumstances, the class con-

tent would be the structured in the same manner: some lecture, group discussions of readings and case studies of
women entrepreneurs, women entrepreneurs as guest speakers, videotapes about women entrepreneurs, presentations
by students of their research, and the research data by students entered into the website database that has been proposed.This model could also be adapted to a high school or
even a middle school exploration of the subject matter with
modification of the outcome expectations.

Implications for Future Research
This interactive model of entrepreneurial pedagogy and
implementation strategy was specifically designed to extend
our understanding of women’s entrepreneurial learning
processes and increase the availability of interaction with relevant role models. Once the data derived from the interviews
is entered into the searchable web-based site, the researcher
can determine the particular fields of interest.These inquiries
can be demographically derived such as determining the
average age of women starting their own organizations in the
last 40 years and/or attitudinal such as how women entrepreneurs describe success.This computerized program will permit the gathering and extraction of empirical data that will
allow researchers to quantify, measure, and predict outcomes
based on their particular interests. Longitudinal studies of
course impact will be possible once pre- and post-course surveys of the students are designed and tested (Rynes et al.
2003). This technique could also be applied to the women
entrepreneurs who are interviewed.
Other future research suggestions include determining the
gender impact on role modeling and mentoring (Armstrong,
Allinson, and Hayes 2002), exploring the general and primary
mentoring activities of women and the outcomes of this particular activity for both parties involved (Dreher and Ash
1990), determining the role of similarity between mentor and
protégé in the mentorship process (Burke et al. 1994), questioning whether personal chemistry is an important variable
in the mentoring process (Armstrong, Allinson, and Hayes
2002), assessing the importance of career interruption on
women’s entrepreneurial choices (Burke and McKeen 1990),
and ascertaining outcomes of the faculty research training
environment on student researchers’ self-efficacy
(Hollingsworth and Fassinger 2002).

Concluding Observations
When students come into the classroom at the beginning of
the semester, they really have little knowledge about what to
expect. When the syllabus is reviewed, they start to show
signs of being overwhelmed by the expectations. After all, it
“sounded” like such an easy course in the catalog description. However, from Day One, they are exposed to amazing
entrepreneurial women, and this wall of fear begins to break
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Interview of: ________________________ Entrepreneurial Category:___________________
Title:_______________________________ Interviewer: _________________ Date:________
Address: ____________________________ Electronic Mail Address: ____________________
Home Phone Number: ______________________
Home Fax Number: ________________________
Cellular Phone Number: ____________________
Business Phone Number: ____________________
Business Fax Number: ______________________

DEMOGRAPHICS
DATE & LOCATION of BIRTH:
PARENTS:
SIBLINGS:
RACE:
ETHNICITY:
EDUCATION:
MARITAL STATUS/SPOUSES:
CHILDREN:
AGE AT STARTING BUSINESS/ORGANIZATION:
MENTOR/ROLE MODEL:
PUBLICATIONS:
1.

Why did you start the business/organization?

2.

How did you finance this effort?

3.

How is it structured? (DBA, privately-owned, incorporated, S-corp, partnership, family-owned)

4.

What were some of the obstacles/problems you faced?

5.

How do you approach/deal with competition?

6.

Who is your market?

7.

What is the current status of the business/organization? (Annual sales, market share, average number of clients/
students per year, etc.)

8.

Did you initiate other organizations/entities?

9.

What ideas/plans do you have for the future?

10.

How do you define success?

11.

What are you personal strengths/weaknesses?

12.

Are you involved in other efforts such as community service, philanthropy?

13.

Do you feel you have a balanced life? If so, how do you manage this? (Ex. Sports, hobbies, spirituality). Please
describe.

14.

Is there something that should have been asked that wasn't or something that you would like to add?

Figure 5. General Format for Uniformity of Research Data Gathering
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down. The most often heard comment is, “Why haven’t we
heard about these women before?”—a question that comes
from both the female and male students who take the course.
This is especially true of minority students who learn how
long and how significantly female members of their race or
ethnicity have made significant contributions to our overall
economy by being entrepreneurs.
The course is time consuming for the faculty member in
that there is some handholding in the beginning as the students start practicing the six degrees of separation.This dissipates over time and, instead, what has occurred is a continuing, joyful celebration of the contributions of centuries of
entrepreneurial women and the students’ accomplishments

as well. Documenting this pedagogical strategy, implementation scheme, and realized plus potential outcomes serves the
need expressed by Gundry, Ben-Yoseph, and Posig (2002) to
establish a “clearinghouse of syllabi, courses, and programs . . .
[which would] prove immensely helpful to scholars and
instructors who are seeking curriculum development strategies, course materials, and contacts within the field”(p. 46) of
entrepreneurship education. Our intention in writing this
article was to share pedagogical techniques utilizing an interactive model for the dissemination of information on
women’s multidisciplinary entrepreneurship so that this
material is readily available for whatever benefits our colleagues may derive.
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Harry F. Byrd, Jr. School of Business,
Institute for Entrepreneurship:
A Concept Paper That Became a Reality
Miles K. Davis
he Harry F. Byrd, Jr. School of Business at
Shenandoah University engaged in an intense planning process in the fall of 2004. In addition to clarifying its mission and strategic directions, the Byrd School
clearly articulated its vision: to become recognized as a
provider of individualized business education driven by entrepreneurial thinking, global understanding, and ethical practice. The development of the Institute for Entrepreneurship
described in this article is a critical step in actualizing this
vision.

T

The Institute for Entrepreneurship represents a comprehensive set of initiatives, phased in over several years, which will
accomplish these outcomes:
• High-achieving high school students with entrepreneurial potential and interests will be encouraged and supported in developing the skills and experiences that can
help them become successful entrepreneurs.
• High-achieving undergraduate and graduate students
who desire to engage in entrepreneurial ventures will be
attracted to attend Shenandoah University and will graduate with the education and experiences that will enable
them to succeed in such endeavors.
• Students from across the university and community
members will have the opportunity to apply entrepreneurial skills learned through outreach initiatives of the
institute.
• The top of Virginia and Northern Virginia regions will
realize economic benefit from the institute, which will
serve as a catalyst for the launch of entrepreneurial ventures.
• The Byrd School will become recognized as a leading
provider of education for entrepreneurs—thereby
attracting excellent students and financial resources to
support this important endeavor.
The Institute for Entrepreneurship will be developed in
three phases over six years, beginning with the purposeful
recruitment of high-achieving students who have educational and career goals that require entrepreneurial skills and
thinking.Throughout its development, the institute will build
on existing institutional strengths and related initiatives
already in place or in process.

HARRY F. BYRD, JR. SCHOOL OF BUSINESS, INSTITUTE
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Initiatives of the Institute for
Entrepreneurship
Phase I: July 2005–June 2007
Entrepreneur of the Year Conference. Each year since
1987, the Byrd School has recognized a distinguished businessperson as Entrepreneur of the Year at a banquet held in
the spring. Beginning in 2006, this event was expanded to
become the Entrepreneur of the Year Conference. In addition
to addressing a public audience including students, the honoree will be asked to engage students directly through guest
presentations and discussions in Byrd School classes. In later
phases, the conference will be further expanded.
Future Business Leaders of America (FBLA)
Initiative. For several years, Shenandoah University has hosted fall and spring regional conferences for high school FBLA
members. Beginning with the 2005–2006 academic year,
Byrd School faculty or area entrepreneurs offered one or
more workshops on entrepreneurship as part of each conference. In addition, Byrd School faculty made guest presentations on entrepreneurship to FBLA chapters and high school
business classes in the region.
Mentoring Young Entrepreneurs Project. Beginning
in June 2006, the Byrd School offered a one-week residential
program for up to 15 high-achieving upper-level high school
students. This project, under the leadership of Dr. Miles K.
Davis, attracted students with entrepreneurial potential to
Shenandoah University. During the week, the students earned
three college credits by completing the Introduction to
Entrepreneurship course (described below).They were also
mentored by successful Shenandoah students, a faculty mentor, and entrepreneur partners.To be eligible for selection for
the project, each student
• had started an entrepreneurial venture (business does
not have to have succeeded) or had demonstrated outstanding leadership within a school or community
organization;
• had earned a minimum of a 2.5 grade point average in
high school;
• had graduated from high school or has achieved junior
or senior status and made satisfactory progress toward
graduation with the preparatory coursework recommended for admission to Shenandoah University;
• had submitted written references from responsible
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members of his or her school or community verifying
their reputation for ethical behavior and independent
initiative; and
• had chosen educational or career goals that require
entrepreneurial skills and thinking.
To eliminate barriers to their participation, students
selected for the Mentoring Young Entrepreneurs project
paid no fee for attending or receiving credit.To assure broad
access to the project across socioeconomic lines, at least
one-half to two-thirds of the selected participants came from
families of low to moderate income.
New Courses and Learning Opportunities. Introduction to Entrepreneurship, the first of an anticipated threecourse sequence on entrepreneurship, will be taught twice
annually beginning in 2006, once as part of each year’s
Mentoring Young Entrepreneurs project and once during
the fall semester. Undergraduate students choosing to specialize in entrepreneurship will complete all three courses
and other practical experiences including at least one
internship. Appropriate experiences will be offered for MBA
candidates, as well.
Courses and other structured learning opportunities
described in this article incorporate interaction between
students and successful entrepreneurs outside of the university; seminars and workshops conducted by experts in company formation; mentoring and coaching provided by
experts in fields such as business, law, and technology; and
linkage with people and companies that desire the opportunity to team with talented students—as well as lectures,
reading, research, and individual and group projects.
Undergraduate and Graduate Scholarships. To
effectively recruit high-achieving students with entrepreneurial goals to study at the Byrd School, it is crucial that
Shenandoah University be able to offer attractive financial aid
packages. Scholarships will be offered to undergraduate and
graduate students who have demonstrated potential to succeed as students and as entrepreneurs. Students who have
successfully completed the Mentoring Young Entrepreneurs
project will be given preference for undergraduate scholarships. A specific effort will be made to offer scholarships,
over and beyond other grants for which students qualify, to
worthy students from all economic backgrounds.
In the 2006–2007 academic year, at least five undergraduate scholarships of $5,000 and one graduate scholarship of
$7,500 were awarded to students desiring to prepare to be
entrepreneurs. To continue to support the initial scholarship students while gradually increasing the numbers of
incoming students receiving scholarships, the number and
cost of scholarships will gradually increase for approximately nine years.A tentative goal is to award 64 undergraduate scholarships and at least 8 graduate scholarships for
students by 2013.

Some members of the Institute for Entrepreneurship’s
inaugural class of Young Entrepreneurs who successfully completed the boot camp program. Dr. Miles K. Davis
(standing) is the director and lead faculty member at
the institute.

Entrepreneurial Fellows. Because strong mentoring has
been shown to be important to the development of successful entrepreneurs, the Byrd School will build into its Institute
for Entrepreneurship current and relevant mentoring of students by successful entrepreneurs from the community and
region. Building on the Byrd School’s current experience with
Entrepreneur in Residence Bill Brandt, the school will recruit
volunteers to serve as entrepreneurial fellows. These people
will be successful entrepreneurs who may be retired or in
transition, allowing them to spend considerable time with faculty and students as Mr. Brandt has done. In other cases, they
may have much less time but just as much valuable insight to
share—so they will volunteer on a more limited basis for a
few hours on one or more occasions giving guest lectures,
serving as panelists for special programs, or meeting with students individually or in groups to comment on class projects
or business plans. The goal will be to identify two to four
entrepreneurial fellows from varying backgrounds to serve as
entrepreneurial fellows at any one time.
Internships and Other Practical Experiences. As
stated in the university’s mission statement, “A Shenandoah
University education incorporates scholarship, experiential
learning and sophisticated technologies, as well as practical
wisdom.” Students who are to become successful entrepreneurs need not only strong academic preparation, but also
relevant practical experiences from which to draw wisdom.
For this reason, undergraduate and graduate students specializing in entrepreneurship will participate in practical experiences as part of their educational experience. Undergraduates
will complete at least one directed internship.
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Phase II: July 2007– June 2009
Entrepreneurship Symposium and Boot Camp.
Beginning in fall 2007, the Byrd School will offer a one-day
public program each fall and spring designed to teach interested students and individuals from the university and broader communities how to start their own companies. Each time
the event is offered, the symposium will focus on a different
aspect of entrepreneurship. Faculty, student scholars, and outside experts such as venture capitalists, attorneys, marketing
professionals and entrepreneurs will participate in appropriate ways to conduct the event.
Public Announcement of Institute for Entrepreneurship. With the fall 2007 Entrepreneurship Symposium
and Boot Camp, Shenandoah University and the Byrd School
of Business will publicly announce the establishment of the
Institute for Entrepreneurship. This will allow time for the
Institute to garner resources and to recruit and begin educating a core group of students prior to the announcement.
Staffing and Space for the Institute. Dr. Miles K. Davis
will serve as director and lead faculty member for the
Institute for Entrepreneurship.A board of entrepreneurs and
content experts will provide advice and support for the institute as it develops and matures. With maturity and growth,
the institute will require additional staffing in the form of
administrative support and additional faculty.
The Institute will be housed in the Byrd School of
Business, which is expected to complete construction of a
new building in 2007. Two rooms have already been identified—one to provide administrative space for the institute
and one for a meeting room to be used by students studying
at the institute.
Living–Learning Environment. Students living on campus and specializing in entrepreneurship will be housed
together in a residence hall or portion of a residence hall to
encourage free exchange of ideas among themselves.The res-

idence will feature comfortable, well-equipped meeting
rooms where teams can meet together or with external business and technical experts. From studying the impact of such
living–learning environments at other universities, the Byrd
School anticipates that at Shenandoah University this will
have a profound influence on shaping knowledge about starting and growing successful companies and a positive impact
on the way students think about their individual careers.
Expansion of Curriculum. In 2007, the institute will
add the second course of the three-course entrepreneurship
sequence, tentatively titled Entrepreneurship Practicum.
Related learning opportunities for both undergraduates and
graduates will be expanded as well.
Increasing Enrollment and Scholarships. Recruitment efforts, growing recognition for entrepreneurship
development, and larger scholarship offerings are expected
to result in significant enrollment increases during this phase
of the institute’s development. By the end of Phase II, it is
anticipated that 30 undergraduate students and at least 4 fulltime graduate students will be supported with scholarships
as described above.

Phase III: July 2008– June 2010
Capstone Course. The third undergraduate course,
designed as a capstone experience for undergraduate students specializing in entrepreneurship, will be offered annually beginning in the 2008–2009 academic year.
New Venture Competition. Beginning in 2010, the institute will sponsor a new venture competition. Graduate and
undergraduate students will practice entrepreneurial skills as
they compete for funding to help them start new ventures.
This annual competition will become integrated into the
Entrepreneur of the Year Conference.
Alumni Entrepreneur Corps. As the new venture competition is launched, an alumni entrepreneur corps will be

Artist’s rendering of the Byrd School of Business. The Institute for Entrepreneurship, to be housed in the new building to be completed in 2007, will have administrative space and meeting room facilities.
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organized. Its annual meeting may be held in conjunction
with the Entrepreneur of the Year Conference. The group
will be composed of BBA and MBA graduates who specialized in entrepreneurship and other Shenandoah University
alumni based on their interest and career path since graduation. The Alumni Corps will participate in year-round activities based on their interests and availability, including student
recruitment, mentoring of students, establishment of internships, judging competitions, and fundraising.

Conclusions
The Harry F. Byrd, Jr. School of Business has identified its
planned Institute for Entrepreneurship as a critical element in
actualizing the school’s vision, and has begun an active phase
of fundraising to support Phase I of the institute’s implementation, even as it engages in Phase II activities.The Byrd School
continues to seek the advice and financial support of successful entrepreneurs who share the vision of the school and who
desire to invest their expertise and philanthropic resources in
the development of entrepreneurial talent.
This summer the institute had its first class of Young
Entrepreneurs successfully complete the boot camp program
and S.Truett Cathy, founder and chairman of Chick-fil-A, Inc.,

was the inaugural speaker for the Institute of Entrepreneurships Lecture series. There is great excitement in the
Shenandoah University community as students from across
disciplines enroll in the Small Business Management and
Entrepreneurship course where they must complete a business plan that will be judged by successful entrepreneurs.
The Institute for Entrepreneurship itself serves as a case
study on moving an ideal from conceptualization (the original purpose of this concept paper) to startup. The institute
was challenged by all the issues that startups are typically
challenged by such as selling an idea to initially skeptical supporters, acquiring funding, gaining resources, and developing
infrastructure to launch the idea.
The institute also provides a clear example of the importance of offering the right product at right time. A survey of
incoming freshman at the Harry F. Byrd, Jr. School of Business
found that more than 50% of the incoming class planned to
launch their own businesses. We do not have numbers for
other schools at the university, but based on the enrollment
in the Small Business Management and Entrepreneurship
course, where 40 percent of the students are not from the
business school, the time is right for this venture.
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From the Practitioner’s Corner
Entrepreneurial Financing—Alternatives for Raising Capital
Paul D. Broude
Joseph E. Levangie
ost entrepreneurs are continually concerned
about their finances. Their companies perhaps
not yet profitable, they may have a fear of “running out of dry powder.” These entrepreneurs often have
fallen in love with their company’s technologies, products,
and potential markets, but they require more resources.
Invariably these emerging ventures shroud their fear of the
grueling capital raising marathon by presenting voluminous business plans to potential investors. They often
flaunt their “optimized business models.” Investors, however, typically want to know why the potential investment
is such a good deal.The entrepreneur often wants guidance
regarding what to say to whom in a changing financing
environment.
In this article, our “Practitioner’s Corner” associate editor Joe Levangie collaborates with a long-time colleague
Paul Broude to address how businesses should “make their
capital-raising initiatives happen.” Levangie, a venture
advisor and entrepreneur, first worked with Broude, a business and securities attorney, in 1985 when they went to
London to pursue financing for an American startup.They
successfully survived all-night drafting sessions, late-night
clubbing by the company founder, and even skeet shooting
and barbequing at the investment banker’s country house
to achieve the first “Greenfield” flotation by an American
company on the Unlisted Securities Market of the London
Stock Exchange. To ascertain how the entrepreneur can
determine what financing options exist in today’s investing climate, read on.

M

We start with a quiz:
January 26, 1983, a date that forever altered how startup
companies went about the grueling process of raising capital.Was it:
A. A spectacular rise or fall in the prices of NASDAQ
stocks?
B. A dramatic change in securities laws governing the sale
of stock?
C. A seismic shift in the Federal Reserve Board’s interest
rate policy?
The answer is “D, None of the Above.” January 26, 1983,
was the day Lotus Development Corporation released its first
version of Lotus 1-2-3®, encouraging would-be entrepreneurs everywhere to create 50-page spreadsheets that fore-

cast the successful growth of their fledgling enterprises. The
process of obfuscation was set in motion: too much data with
too little meaning.Worse yet, entrepreneurs started to believe
that these spreadsheets were the “truth!”

Keeping It Simple
Fast-forward to 2006: The numbers still count, but
today’s entrepreneurs need to have more—and less—
than an extensive Excel® spreadsheet to raise capital.
Across all types of financing—and we’ll examine current
trends in various capital markets—businessowners seeking capital need to focus on three core questions that
define the business opportunity.
1.What is the problem the entrepreneur is trying to solve?
2.What is the company’s solution to the problem?
3.Who is the buyer for the company’s product or service?
The concept of an “elevator pitch” is a bit of a cliché, but
in reality it has become very difficult for companies to raise
capital unless management can concisely identify—generally
in five minutes or less—the market opportunity, its solution,
and its customers. Most financing sources are less interested
initially in seeing a 50-page business plan with full-blown
financial projections than in a PowerPoint® slide deck that
succinctly lays out why customers need the company’s new
product.
The entrepreneur should try to think about these three
core questions in their most basic terms—the more easily the
product advantages can be explained to potential customers,
the easier they will be to explain to investors, and the more
likely it is that these money people will grasp the opportunity. Two Boston-area companies illustrate this KISS (Keep it
simple, Sid) concept.
• Embo-Optics, LLC, based in Beverly, Massachusetts, has
successfully raised startup capital from friends and family and angel investors.The company identified an easyto-understand problem: Military personnel frequently
need to give wounded soldiers intravenous drugs in the
dark. Many battles take place at night and traditional
lighting is either unavailable, or its use would give away
the soldiers’ position to the enemy. Embo-Optics created
the Pin-Lite™, a small, disposable, pinpoint light that
clips onto a syringe and illuminates the patient’s vein to
allow easy and safe insertion of an IV line in low-light
conditions.
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• Carbonite, Inc., based in Boston, Massachusetts, has
raised money from friends and family, angel investors,
and more recently, from a venture capital fund.
Carbonite identified a problem faced by almost every
home computer user—the loss of precious family photographs and other data when a computer crashes.
Carbonite developed an on-line backup system that
automatically backs up a user’s computer to Carbonite’s
secure storage network without the need to copy photographs or files to CDs or other storage media.
Carbonite software works in the background whenever
the computer is on, and doesn’t require any input from
users after the initial setup.

“Further on Down the Road, You Will
Accompany Me . . .”
This Taj Mahal classic song could be an anthem for investors
in today’s venture climate. Most financing sources expect
companies to be further down the road to profitability, or at
least to products, than during the financing “boom times” of
the past. Gone are the days when an internet (or other) startup can raise money on a concept alone. Demo products are
the rule; the easier the product is to “touch and feel,” the easier it is to raise money. As a result, founders are finding that
they need to devote more time, and more of their own (or
perhaps their family’s) money to the initial stages of product
development.
The ability of a financing source to observe a product
prototype can be the difference between a new investor for
the entrepreneur and a polite “no thank you.” Embo-Optics
was able to provide prospective investors with sample PinLite and other products, even though the production versions of the products would ultimately change somewhat.
Similarly, Carbonite was able to provide potential investors
with a trial version of the product to back up photographs
on their home computers. The chance for investors to
touch and feel a product, and see how it works, can be
invaluable. In a classic case, when first getting started, snack
food maker Smartfoods reportedly dropped off big bags of
its popcorn at the homes of prospective investors with
nothing more than a request to “try it and let us know what
you think.” The result was a successful early stage financing
for the company.
At a minimum, the entrepreneur should let investors see
how the product would work. If there is no prototype, a website visualization can be a powerful tool. Drawings or pictures also are helpful.The better job the entrepreneur does to
illustrate the product and its advantages to potential customers, the easier it is for investors to understand. Can the
entrepreneur explain to his or her grandparents what the
venture is all about? If investors don’t appreciate how the
product works and why customers will buy it, chances are

good that they won’t invest. Most investors initially don’t
probe much, and if they don’t understand the product or
strategy, it becomes easy for them to simply say “no.”

Everything I Know about Starting a
Business, I Learned from Star Trek
First-time business founders are usually “true believers”—and
they need to be to have the determination, perseverance, and
commitment to get a new company off the ground and a new
product to market. But they are often driven by multiple
motives, such as the psychic satisfaction of “building a better
mousetrap,” solving a problem that has caused them personal hardship (not uncommon in startup medical device companies), creating an “alternate working environment” or
“being their own boss.” Conversely, investors are single minded about a new investment opportunity: How will this business make me more money tomorrow than I am investing
today?
Entrepreneurs need to recognize this dichotomy early on
if they hope to have any chance to raise growth capital successfully.What does this mean in practical terms? Consider:
• Star Trek had “The Prime Directive”—don’t interfere in
another world’s business. The entrepreneur needs to be
equally single minded about the company’s goal. The
entrepreneur’s Prime Directive: The first and only goal is
to make money. Investors don’t care that a new medical
device will detect a particular disease sooner than current competing products if no insurance company will
pay for the new test. Investors don’t care that a company might be able to obtain patents in 35 countries to
protect its technology if that technology can’t be used in
a product someone will buy. In a technology company,
the goal is to turn science into money, not money into
science. Every decision the entrepreneur makes should
keep in mind the Prime Directive.
• The entrepreneur needs to be flexible about his or her
role in the business. If the entrepreneur is primarily a
“techie” who doesn’t have prior experience managing a
business, there must be acceptance that he or she might
not be the CEO of the company forever. The skills needed to get a startup off the ground are very different from
those needed to grow a profitable business or manage a
more mature and more administratively complex company. Professional investors understand this and can
help the company grow, and help founders adapt to
changing roles. Entrepreneurs need to demonstrate the
willingness to change their roles as the company
grows—investors will generally turn down investment
opportunities where ego-driven founders insist in
advance on control of the company “no matter what,”
since this demand can easily get in the way of the Prime
Directive.
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• The cash-starved company should also demonstrate flexibility when considering different forms of new investment. The company would be well advised to consider
all reasonable funding sources and to try to avoid biased
views. Even though, for example, it is true that Joe
“Bananas” Bonanno, head of one of New York City's five
crime families, listed his occupation as “venture capitalist,” that alone does not mean that all VCs are bad people! Further, even if the company decides that it wants
to avoid the entanglements of a VC investment, it might
be beneficial to pitch the company’s story “offBroadway” to some “friendly” VCs. They can be a great
source of feedback to help the entrepreneur better
focus his or her fundraising efforts.
• The entrepreneurial team shouldn’t think about the
apocalypse.Too many founders spend time negotiating
provisions of investment documents that are a lawyer’s
parade of horribles—and which have little chance of
ever impacting the company. For example, venture capitalists often include a registration rights provision for
their shares that, taken at face value, would enable them
to “force” the company to go public.The practical reality is that no company can effectively undertake a public offering without management’s cooperation, and
underwriters are rarely willing to include many shares
from existing shareholders in an IPO. Spending time
and legal fees arguing about these types of provisions
make the entrepreneur seem shortsighted, and can
make investors question the founder’s priorities and
business savvy.

“Location, Location, Location!”
Entrepreneurs—particularly those starting their first business—too often focus on the wrong issues. Unlike the real
estate truism regarding “location,” financing a startup is not
all about “valuation, valuation, valuation.”Founders need to be
realistic about valuation, particularly during the early rounds
of financing with friends and family, angel investors, and venture capital firms.They also need to take the right steps—and
align themselves with the right advisors—to enhance their
chances of success. Some guidelines:
• First-time entrepreneurs should think long term about
the financing needs and business opportunities the company will face. Founders who focus on control and dilution, rather than on owning a smaller piece of a growing,
successful enterprise, will invariably choke off financing
for their companies. Professional investors and experienced entrepreneurs recognize that rapid growth (needed to beat the inevitable competition) requires substantial resources and a talented team, both of which will
leave the founder with a smaller—but probably more
valuable—piece of the pie. A detailed discussion of

entrepreneurial control vs. value has previously been
discussed in this Practitioner’s Corner column (Levangie
2005).
• First-time entrepreneurs should also think long term
about their careers, and be prepared to give away more
of their first startup—it’s the price of entry into the
exclusive and rewarding club of serial entrepreneurs.
Entrepreneurs should think about hitting a single with
their first company, a double the next time, and home
runs with subsequent businesses. Raising capital is exponentially easier for a seasoned, successful entrepreneur
than for someone starting a first business.
• To borrow from George Orwell’s Animal Farm, “All
dollars are equal, but some dollars are more equal than
others.” Family and friends may get you to the stage
where you can attract serious professional investors,
and may be the first necessary step for many startups.
But as choices develop, keep in mind the things your
investors can provide, and look for the so-called “smart
money.” Most venture capitalists, and many angel
investors, can provide access to high-level contacts
with potential customers, suppliers, joint venture partners, and future sources of financing. Their circle of
business contacts can provide, for example, access to
joint venture participants or Chinese manufacturing
partners. Generally, Aunt Millie doesn’t offer the same
entrée to those parties.
• Choose your advisors well. Experienced outside directors, lawyers, accountants, and other business advisors
can provide introductions to potential financing
sources, as well as intermediaries who raise capital for
early-stage companies. The entrepreneur often needs
advice in problem solving from those who have successfully confronted the same problems in the past. But
beware of building an “artificial” board—having a “name
director” who doesn’t attend meetings or provide real
assistance won’t buy you much with financing sources,
especially if he or she hasn’t invested a meaningful
amount of money in the company. It’s far better to have
committed directors who can provide real product, market, or industry experience, rather than a recognizable
but inactive board member.

How Much Is that Doggy in the Window?
The classic question every entrepreneur asks when starting
to raise capital: “What’s my company worth?” To determine
the answer, the entrepreneur could go back to that 50-page
Excel spreadsheet, look at the projected revenues and EBITDA (earnings before interest, taxes, depreciation and amortization) in year 5, apply an assumed multiple to determine the
value of the company at that time, and apply a discount that
will yield the prospective investors’ hoped-for IRR (internal
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rate of return). Why not? It’s no less accurate than all of the
assumptions made in the plan about manufacturing and selling costs, achievable market share, and a myriad of other
items that go into preparing financial projections. Of course,
the calculus becomes more complex when one considers
that value/EBITDA multiples vary by market sector, as recent
values demonstrate below (Capital Q 2006):
• Telecon services and equipment: 11.5 X
• Technology hardware and electronics: 13.5 X
• Software: 34.0 X
• Pharma and biotech: 5.6 X
• IT services: 8.5 X
• Internet software and services: 13.7 X
• Healthcare equipment and services: 13.1 X
The reality is that one might as well stick a finger in the
wind, and see which way the breeze is blowing. Investors
have a herd mentality that is hard to break. The best indication of value is probably the price at which other local startups and early-stage companies have raised capital, in most
cases regardless of the industry they have targeted. In round
numbers in the current venture market, the entrepreneur
might think about premoney valuations of $1.5 to $2 million
for friends and family financings, $3 to $5 million for angel
rounds, and similar or modestly higher premoney valuations
for seed round venture financings. Unscientific? Absolutely—
but practical.There are, of course, variations based on specific circumstances; for example, a company started by a successful serial entrepreneur, or a company that has already
brought products to market and eliminated technical risk,
may command higher valuations.
The entrepreneur’s friends and family may be willing to
pay a higher price today (they may invest based more on
emotion than financial analysis). But if the venture overprices
this “friendly” investment, these friends and relatives are
bound to be disappointed when the angel or venture capital
investors in the next round insist on a lower valuation, and
they perceive that they have already “lost money.” If that happens, the entrepreneur’s family will still be “family,” but the
entrepreneur’s friends . . . ?

oped a sense of safety in numbers—if one or two angels in a
group pass on an investment, the rest may be inclined to do
the same. Like VCs, angels prefer certain market sectors.Willis
(2006) reports on a UNH study (Center for Venture Research,
Whittemore School of Business and Economics), which analyzed how 126,000 angels invested $11 billion in 26,000 ventures during the first half of 2005.The allocation of funds was
distributed as follows:
• Health—20%
• Biotech—17.5%
• Software—17%
• IT services—13%
• Hardware—6%
• Semiconductors/networks—5%
• Financial services—4%
Angel investors are behaving like venture capitalists in
other ways as well, particularly within groups. Angel groups
do more extensive due diligence than in the past; valuations
closely track comparable venture capital valuations (see
above); and the group can offer help with industry and
financing contacts, and in recruiting additional management.
However, one study (VSS Project Angel Investors 2005) found
that angels are still more likely to invest in first-time entrepreneurs than are venture capitalists.
An increasing number of angel investors and/or financial
intermediaries (i.e.,“finders”) are putting together “one-off”
investment vehicles to invest in a particular company.While
this has the advantage to an entrepreneur of dealing directly with fewer investors, the structure tends to slow down
later financing rounds as the early investors try to minimize
dilution if they are not in a position to provide additional
financing.
There are several networking groups for angel organizations. Entrepreneurs can access the Angel Capital Association
(www.angelcapitalassociation.org), a nonprofit organization
that publishes a directory of investor groups on a regional
basis. Examples in the Boston area include Common Angels,
which claims 34 IPOs in its portfolio, and Launchpad Venture
Group, which invests $100 to $500 K in technology-driven
startups.

What’s Happening Now?—Angels vs. VCs!
In addition to some of the points discussed earlier, there are
some discernable trends in today’s market relating to angel
investors, venture capitalists, commercial lending, public
offerings, and other forms of entrepreneurial funding.

Angel Investors
Angel investors are increasingly banding together in groups
to evaluate potential investments. The advantage to startups
is that it is easier than ever to meet a number of angel
investors, who historically were hard to identify and contact.
The disadvantage: Like venture capitalists, angels have devel-

Venture Capital
On the face of it, venture capital funding seems to represent
the most fruitful source of financing. After all, there are
approximately 700 VC firms in the United States collectively
managing about a quarter of a trillion dollars (Anthony
2006)! The problem these VC firms have managing so much
money is that the risk-reward model is tempered by practical
limitations of deal size vs. the number of deals that can be
transacted.The attitude of VCs toward risk is becoming more
conservative. The big New England VC firms (e.g., Highland
Capital Partners, Greylock, Atlas, Polaris, Venrock, Advanced
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Technology Ventures) are typically investing in bigger deals
like Rib-X Pharmauticals (New Haven)—$50 Million—and
TagSys USA (Cambridge)—$35 million (Calnan 2006). As a
result, venture capital still remains a small minority of seed
round financings, representing less than 4 percent of all seed
financing in 2005, according to a PWC Money Tree survey, as
reported by Buckman (2006).
In 2005, aggregate investments by angels ($23 billion) and
venture capitalists ($22 billion) were roughly equal, but angel
dollars were spread over 49,500 earlier stage deals averaging
around $500,000 each, while VCs invested in just over 3,000
deals, most of them later stage investments averaging close to
$7 million each, as reported by the Angel Capital Educational
Foundation (2006).
During 2005, New England companies raised approximately $2.79 billion in 293 venture capital financings as
reported by Venture One (2006) The last five years show a
steady downward trend in the number of VC deals, and a leveling off of overall dollars invested after a steep decline from
the highs of 2001:
• 2001 – # = 474 ($5.05 billion)
• 2002 – # = 358 ($3.02 billion)
• 2003 – # = 329 ($3.03 billion)
• 2004 – # = 314 ($2.81 billion)
• 2005 – # = 293 ($2.79 billion)
The terms of VC deals have changed somewhat in recent
times. Since transaction value has been trending upward,
there has been a movement toward “milestone investing,”
where funds are meted out based on the company’s attainment of agreed on milestones.VC syndicates have borrowed
a poker term wherein venture capital financings have seen
“pay-to-play” provisions, where investors lose certain rights if
they do not participate in future rounds of financing, and
creep into “up rounds,” where the value of the company is
increasing. Historically, such provisions have applied only in
“down rounds,” where the value of the company has fallen
from the last financing. More overlays of complexity to give
the entrepreneur a headache!

Current “Hot Buttons”—A Green Example
Anecdotal evidence suggests that “Renewable energy in ‘06 is
the dot-com of ‘99,” with $3 of investment funds chasing
every $1 of potentially viable opportunities. Included in the
“green” case histories are:
• Konarka Technologies Inc. (Lowell, Massachusetts), with
$20 million from its recent round of VC funding, has
developed carbon nano-tubes to capture solar energy to
convert to electric power (Regan 2006).
• WindTechCo in Freetown, Massachusetts, is selling small
windmills for homeowners’ backyards.
• The city of Burlington,Vermont, has completed the first
hydrogen fuel station in New England, producing hydro-

gen from wind power and using the hydrogen to fuel
hybrid vehicles.
• The Massachusetts Technology Collaborative has its
Sustainable Energy Economic Development (SEED) initiative, and in 2006 made $1.4 million in loan grants to
Seahorse Power, maker of solar-powered trash compactors; Premium Power Corp, maker of fuel cells;
Agrividia Inc, a biomass products company; and
Stellaris, a developer of solar films.
• Other regional fuel cell companies attracting capital
include Nuvera Fuel Cells (Billerica, Massachusetts),
Acumentrics (Westwood, Massachusetts), and Fuel Cell
Energy (Danbury, Connecticut).
• Boston-based RockPort Capital Partners raised in 2006 a
$261 million venture fund (Galante 2006) to invest in
“clean energy” and environmentally friendly products,
materials, and technologies.
Stay tuned to see if this latest of the venture market’s hot
areas continues, even as oil and gas prices continue to fall.

There Are Alternatives—You Can Take That
to the Bank (or Not)
The good news is there are more banks lending to young
companies, as well as an increasing number of nonbank venture lenders who provide debt financing. Given the entry of
new players into this market—both bank and nonbank—
over the past several years, debt financing for growing businesses is somewhat more readily available than in the past. In
addition, competition has, in many cases, brought down the
premium above the prime rate charged to smaller customers,
although most such loans still involve warrants to purchase
the company’s stock, or other equity “kickers.”
The bad news is “smart money” still counts. Glen Mello,
senior vice president and regional manager of Square One
Bank, an active lender to startup companies, notes that most
bank lenders will consider prerevenue and preprofitability
loans only to companies that are backed by venture capitalists or other institutional investors. Those kinds of relationships are key to a bank’s decision to lend to early-stage companies. Nonetheless, entrepreneurs should plan ahead: When
choosing a bank for a startup, the entrepreneur should pick
one that will ultimately be a likely candidate to lend the company money as it grows, rather than the local branch of a savings bank that will never be a source of business financing.
The sooner companies can develop relationships with a bank
that can track their growth and progress, the more likely it is
for that bank to become a source of financing (or source of
leads to other investors) down the road.

Cries for Liquidity: “How Do We Get Our
Money Back?”—What Are the Options?
The range of options for achieving liquidity for investors is
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intriguingly broad and diverse; the choices perhaps difficult
to make. A simplified decision tree for the entrepreneur to
provide an exit position for the company’s investors might
include the following branches:
• Sell the company—a Merger & Acquisition (M&A) transaction.
• Pursue a conventional Initial Public Offering (IPO).
• Pursue an IPO on a overseas stock exchange.
• Execute an Alternate Public Offering (APO), or a variant
thereof.

The reasons for low IPO activity seem clear. The relative
burden on smaller companies of complying with SOX often
outweighs the perceived benefit of being a public company.
Since the enactment of the Sarbanes-Oxley Act, the average
annual cost of compliance for companies with under $1 billion in annual revenue has increased more than $1.8 million
to approximately $2.9 million, representing a 174 percent
overall increase (Foley and Lardner 2006). As a result, entrepreneurs and their venture capital backers are more often
looking to a sale of the business as the preferred exit strategy.

Selling Out—New England M&A Activity

Going Overseas—the AIM Option

Acquisitions have represented a frequent exit route for New
England-based, venture-backed companies. According to the
Venture One survey (2006), over the last five years, the region
has experienced the following activity:
• 2001—48 M&A deals
• 2002—52 M&A deals
• 2003—39 M&A deals
• 2004—56 M&A deals
• 2005—64 M&A deals
The region produced two large M&A transactions involving Transform Pharmaceuticals and Imagitas—each for $230
million. With its access to private and university R&D, the
venture capital network, and the pool of technical and professional talent, New England remains a center of entrepreneurial activity. Accordingly, larger companies are typically
drawn to the region seeking M&A transactions with smaller
entrepreneurial companies.

Increasingly, smaller U.S. companies are considering an IPO
on the Alternative Investment Market (AIM) of the London
Stock Exchange, instead of a U.S. IPO. Two decades ago, the
two coauthors were involved in a successful London USM
(Unlisted Securities Market) IPO of a zero-stage Boston-area
company. The USM has since 1995 become the AIM.
Massachusetts companies such as online advertising broker,
Burst Media, and e-commerce software vendor, Elcom
International have opted for the AIM route.
Companies that list on a foreign market such as AIM generally escape the reach of Sarbanes-Oxley and other U.S. securities laws, subject to some exceptions (Broude 2006).
However, most shares of AIM-traded companies are held by a
limited number of institutional shareholders, with less activity from retail investors than U.S. markets. As a result, the AIM
market does not necessarily provide the liquidity for shareholders that a U.S. listing provides. In many cases, an AIM IPO
financing may be a form of “public” venture capital.

Rethinking the IPO Option
IPO activity for emerging companies continues to be quiet,
with only a relative handful of transactions in 2005 and 2006
compared to prior “boom” years. The market has been less
receptive. Dozens of IPO offerings in 2006 [e.g., Alien
Technology (bar code technology) and Go Daddy (Internet
address registrar)] have been “yanked.”The companies themselves are also less receptive. Sarbanes-Oxley (SOX) and
other corporate governance reforms have made IPOs less
attractive as financing and exit vehicles for entrepreneurial
companies.
The Venture One data reflects the reluctance to “go public.” The IPO activity for New England-based, venture-backed
companies has been as follow:
• 2001—1 IPO
• 2002—0 IPOs
• 2003—3 IPOs
• 2004—7 IPOs
• 2005—8 IPOs
All the IPOs for 2004 and 2005 were in Massachusetts.
The 7 IPOs in 2004 were all in life sciences; the 8 IPOs in
2005 involved technology and life science companies.

Writing a “Blank Check”—the SPAC
Despite the high costs of being a public company, some small
and mid-size businesses continue to look at alternative ways
to attract public investors and to provide subsequent liquidity for their early investors. Some raise capital by merging
with a SPAC (Special Purpose Acquisition Company).A SPAC
is a “blank check” company founded by a management team
that usually consists of former CEOs, investment bankers, or
fund managers. The SPAC has no initial business, instead it
raises money in an IPO and then looks for a business to
acquire. Some or all of the cash raised in the SPAC’s IPO can
then be used as growth capital for the combined companies.
Over the last three years, more than 65 SPACs have completed IPOs, and more than two thirds of those are still looking
for acquisition candidates. Currently, according to recent registration statements filed with the SEC, there are approximately 40 SPACs with a total of more than $3.8 billion looking for companies to buy. Additional SPAC IPOs that are in
process could double that amount.
There are a host of practical considerations about a transaction with a SPAC:
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• Entrepreneurs can’t have any discussions with a SPAC
until it completes its IPO. SPACs must avoid such discussions so that they are not required to disclose information
about a target acquisition in the prospectus for its IPO.
• The SPAC’s shareholders must approve any acquisition,
which tends to make transactions with SPACs take
longer than other forms of financing. In addition, up to
20 percent of the SPAC’s public shareholders can choose
to vote against the deal and obtain a refund of their
share of the proceeds of the SPAC’s IPO, which makes
the SPAC’s capital structure somewhat uncertain until
the deal is completed.
• A SPAC is essentially a shell with only part-time management looking to acquire a company.As a result, the entrepreneurial business acquired by a SPAC must be ready, as
soon as the deal closes, to become an SEC-reporting
company and comply with all of the SEC rules, including
Sarbanes-Oxley.

Playing the Old Shell Game—the APO
In a variation on this alternate financing theme, some companies have completed an Alternative Public Offering (APO),
which consists of a merger with a publicly traded shell company combined with a simultaneous PIPE (Private Investment in Public Equity) financing. A PIPE is a private placement by a public company (in this case, by a newly public

company). In an APO, unlike a SPAC, the publicly traded merger partner often has little or no cash, so the transaction makes
sense only if it is combined with the PIPE financing. Some of
these publicly traded shells are companies that failed in or
sold their original businesses, while others are new entities
that were specifically formed for the purpose of completing
an APO transaction.

Plus ça change, plus c’est la même chose
French writer Alphonse Karr (Les Guêpes, Paris, January 31,
1849) had it right: The more things change, the more they
remain the same. Raising capital for emerging companies
continues to be a long, time-consuming process that strains
an entrepreneur’s ability to balance the competing needs to
move the business ahead while wooing investors.
The relative availability of financing from various sources
and for various industries changes from year to year, influenced by market trends, the current economic environment,
stock market conditions, and other factors unrelated to any
particular business. Outside directors and advisors can be
helpful in identifying current trends in financing opportunities and making introductions to the right sources. The key
for company founders is to stay focused on identifying and
pursuing a real opportunity where they have the ability to
seize market leadership.And, above all, remember the Prime
Directive!
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